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This trademark—symbol of 100 
years of steel plow progress—ap- 
pears on the moldboard of every 
Case Centennial Tractor Plow. 
















LVULLOUL CEA 


CENTENNIAL TRACTOR PLOW 


Celebrating 4) Century of Security For ‘Facming » 4 


Before 1837 there was no security for the 
settlers of the Midwest. Beneath their feet 
was a virgin soil, blessed with boundless fer- 
tility. But it was a “frozen”? asset. There 
were no plows that would work successfully 
—yet plowing is the fundamental of all 
agriculture. Without farming for a founda- 
tion there could be no trade, no towns, no 
manufacture, no banking. 

But in 1837, at Grand Detour, Illinois, its 
founder and leading pioneer, Major L. An- 
drus, with an associate, built a steel plow 
that scoured in the rich, sticky soil. The 
proving of that plow was the pivot point in 
the progress of the prairies. It restored con- 
fidence, created land values, surrounded 
the settlers with the sense of security. 





Following the first few plows came the 
firm of L. Andrus & Co., which later was 
incorporated as the Grand Detour Plow 
Company, and in 1919 this original 
business, begun in 1837, became the plow 
division of the J. I. Case Company. 

Through allthis growth and evolution the 
Grand Detour-Case plow business never has 
made a major change in ownership or organ- 
ization in time of economic stress. In all the 
years since 1837 it never has skipped a pay- 
roll. Let that record speak for itself as to 
security of employment, of investment, and 
of stability in service to dealers and users of 
Grand Detour-Case products. 

Now, on the eve of celebrating a hundred 
years of plow progress, Case announces the 


CENTENNIAL tractor plow. As bankers 
you need not bother with its details. Suffice 
that it has stamina for modern high-speed 
power... superior performance with marked 
savings in power and maintenance cost... 
durability for longer life, easier amortiza- 
tion and higher resale value. The CEN- 
TENNIAL plow is the blending of the 
oldest and the most modern into the latest 
product of the Case line of 77 modern farm 
machines. 

For your customers who use Case ma- 
chines, and for Case dealers, we bespeak 
such consideration as befits their connection 
with a century of security and 100 years of 
plow progress. 

J. I. CASE CO., Racine, Wis. 
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LETTERS... 





First in Small Loans ? 


Sirs: I was surprised to read in your 
November issue the claim made by Mr. M. 
Bernhard, Trust Officer, Hudson County 
National Bank, Jersey City, N. J., that 
his was the first bank to establish a per- 
sonal or small loan department, the date 
being October 1, 1924. 

Our small loan department was estab- 
lished and the first loan made May 10, 
1924, and to date we have made 18,741 
small loans. 

We do not even claim to be first in this 
field as we believe they were established 
in some southern banks as early as 1918, 
however we cannot at this time prove this. 

T. N. SPENCER, 

Executive Vice-president, 
Citizens Bank and Trust Company, 
Concord, N. C. 


Sirs: I have read with great interest 
the communication in your November issue 
by Mr. Bernhard of the Hudson County 
National Bank of Jersey City, New Jersey, 
concerning the establishment of small loan 
departments. 

It seems that everyone lately has been 
laying claim to being the first to establish 
such a department. I note Mr. Bernhard’s 
claim. I presume he refers to the type 
of department which we term an Industrial 
Loan or Personal Loan Department— 
carrying on a business of loaning small 
sums from $50 to $300 for a period not 
exceeding one year and bearing either 
two endorsements or two co-makers. 

If reference is made to such a depart- 
ment, may I state that this bank which 
was formerly The American Trust Com- 
pany and associated with The Bristol 
National Bank, established such a depart- 
ment in October, 1919, and has con- 
tinuously operated such department from 
that time. We do not claim to having 
established the first department in the 
country—nor in the state. As a matter 
of fact, we secured our first forms and 
information from The Commercial Trust 
Company of New Britain, Connecticut. 

If this bank were in operation today, it 
would undoubtedly take exception to Mr. 
Bernhard’s statement as I have done—in 
the spirit of utmost friendliness to correct 
an impression erroneously formed. 

As stated by Mr. Bernhard, it makes 
little difference how and by whom the 
personal loan department was originally 
established, since it is generally conceded 
that all progressive banks have such a 
department and have cherished its growth 
in past years. 

J. GORDON WARNER, 

Assistant Secretary, 
Bristol Bank and Trust Company, 
Bristol, Connecticut 


« ° 


Tractor Loans in Cities 


Sirs: I have read with considerable 
interest the article in your November 
issue, entitled “A Look at Farm Equip- 
ment Paper” by a country banker. Cer- 
tainly there is considerable meat in this 
article. The author is obviously an 
energetic country banker, interested in 
the whole job of banking. He voices a 
challenge to all bankers in small, medium 
and larger cities. 

Why would it not be fully as interesting 
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The Nation’s Calling List 


The telephone directory is the nation’s calling list. 
Millions refer to it daily—in homes, offices, and public 
pay stations. 
Moré than 12,000,000 names are listed in the 
directories of the Bell System’s operating companies. 
And you can go straight to any one of these mil- 
lions easily, quickly and economically—by telephone. 

















BELL TELEPHONE SYSTEM 























One hundred years 


of successful banking experi- 
ence in New England, our 
knowledge of conditions and 
our contacts, enable us to ren- 


der assistance to correspond- 


ent banks having business 


in this territory. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - STON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

















to ask for a similar expression of view from 
a banker in a city of medium size who can 
obtain an even greater diversification from 
correspondingly larger loans? Equally 
necessary machinery and equipment is 
being sold in such localities and is avail- 
able to bankers with endorsements of 
dealers substantial in net worth. Bankers 
are offered not only the paper arising from 
sales of equipment for agricultural pur- 
poses but also the paper arising from sales 
of equipment for all. types of industrial 
purposes. 
D. G. SHERWIN, Treasurer, 
Caterpillar Tractor Co., 
Peoria, Illinois 


Management's Job 


Sirs: The article in your September, 
1936, issue entitled, ““Management’s Job,” 
has aroused considerable interest in our 
organization. 

We naturally attempted to make com- 
parisons of our percentages with the charts 
shown, and were able to reconcile all 
differences with the exception of that 
arising out of the chart on page 7 headed 
**Expense to Gross Income.”’ The expenses 
are such a relatively small percentage of 
the gross income that we are anxious to 
know whether any items we class as 
expense are eliminated from the chart 
under consideration. 

W. N. Srannus, Comptroller, 

Union National Bank 
of Little Rock, Arkansas 


Epiror’s Note: To clarify this point, the author 
of the article states, ‘The purpose of the tabulation 
‘Expenses to Gross Income’ is to determine how much 
of the income is absorbed in running the institution. 
Obviously, the smaller the ratio of expenses the larger 
the amount remaining for other purposes; but if ex- 
penses absorb too great a percentage of income there is 
little left for profits, reserves and dividends. The 
expenses in our own case include: Salaries, Fuel and 
Light, Postage, Stationery, Advertising, Directors’ 
Fees, Railroad Fares, Legal Fees, Insurance, Telephone, 
and Miscellaneous. Taxes are not treated as expense 
but considered separately. Our ratios run from 24 per 
cent in 1935 low to 34 per cent in 1933, with a spread 
during the past sixteen years of about 4 per cent.” 


° 


The Safe Deposit Convention 


Sirs: The National Safe Deposit Con- 
vention will be held in Washington, May 6, 
7 and 8, 1937, under the auspices of the 
Safe Deposit Section of the District of 
Columbia Bankers Association. 

Headquarters for the Convention will 
be The Willard Hotel, at 14th Street and 
Pennsylvania Avenue, which is located in 
the downtown section within walking 
distance of the new government buildings 
and the financial district. 

The Committee on Arrangements, headed 
by Richard E. Harris, Assistant Treasurer 
of the American Security and Trust Com- 
pany, Washington, D. C., is busy arranging 
a program of much interest to delegates, 
and confidently expects a large attendance 
in view of the attractiveness of Washington 
as a convention city. 

Inquiries and suggestions are welcomed 
and should be addressed to Mr. Harris as 
Chairman of the National Safe Deposit 
Convention. 

(Miss) Eva Ricker, 

Chairman Publicity Committee, 
National Safe Deposit Convention, 
c/o Riggs National Bank, 
Farmers and Mechanics Branch, 
Washington, D. C. 











7 eo Oe a eel ti‘ 


- 


n= 


he 
of 


ill 
nd 

in 
ng 
1gS 


led 
rer 
m- 
ing 
Les, 
nce 
ton 


ned 
» aS 
osit 











December, 1936—THE BURROUGHS CLEARING HOUSE 


**Co-operative Farm Credit” 


Sirs: The October, 1936, issue of The 
Burroughs Clearing House has been read 
with considerable interest. My particular 
attention, naturally, was focused upon the 
article headed ‘‘Co-operative Farm Credit,” 
written by Henry D. Ralph, your Washing- 
ton correspondent. 

It is noted that the statement is made 
that there are 3,200 national farm loan 
associations. May I correct this by saying 
that as of September 30, 1936, there were 
in the twelve Federal Land Bank Dis- 
tricts 5,028 national farm loan associations. 

On page 25 the following statement is 
made: ‘“‘Each member of a credit associ- 
ation has but one vote, regardless of the 
amount of stock he holds, and this rule 
of one-man-one-vote prevails in all co- 
operatives under Farm Credit Administra- 
tion supervision.” 

For your information, in the election of 
directors and in deciding all questions at 
shareholders’ meetings, each shareholder 
in a national farm loan association is 
entitled to one vote for each share of stock 
held by him, but no shareholder may cast 
more than twenty votes, regardless of the 
number of shares held by him. 

I want to assure you that I consider the 
article a very good one, and the above 
corrections are offered merely as construc- 
tive criticism. 

Ep Wi um, Jr., Secretary, 

The Federal Land Bank of 
Baltimore, 
Baltimore, Md. 
¢ °¢ 


Praise for Mr. Lyman 


Sirs: For a long time we have enjoyed 
The Burroughs Clearing House and have 
considered it the most interesting and 
instructive periodical which enters our 
bank. Yet we have never bothered to 
write and tell you so. Now we feel that 
we must add our bit to the flood of praise 
which you must be receiving for Clarence 
A. Lyman’s article, ‘Why Bankers Are the 
Way They Are.” Mr. Lyman’s varied 
experience has apparently given him a 
very keen insight and he has done an 
excellent job of writing. 

H. K. Humpurey, Vice-president, 

Winnetka Trust and Savings Bank, 
Winnetka, Illinois 
¢ ¢ 


Banking Census—Continued 


Sirs: During 1935 there were in oper- 
ation in the 3 Middle Atlantic States 
3,418 banks (including 35 foreign bank 
agencies). Of this number 3,398 employed 
a total of 94,179 persons, with an aggregate 
pay roll during the year of more than 
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New JERSEY 343 «9,131 $ 17,706,007 
Executives 1,863 7,534,201 
Other Employees 7,268 10,171,806 
New YorK 1,616 61,405 134,582,630 
Executives 6,204 43,324,261 
Other Employees 55,201 91,258,369 
PENNSYLVANIA 1,239 23,643 44,478,960 
Executives 4,206 16,756,578 
Other Employees 19,437 27,722,382 
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LANTIC STATES 3,398 94,179 196,767,597 
Executives 12,273 67,615,040 
Other Employees 81,906 129,152,557 
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$196,700,000. The 3,398 banks include 
543 in New Jersey, 1,616 in New York, and 
1,239 in Pennsylvania. 

Of the 3,398 banks, 2,293 are unit banks 
and 1,105 are branch banks. Branch banks 
constitute 32.5 per cent of the total of all 
banks. The distribution of these 1,105 
branch banks, which comprise 199 branch 
banking organizations is as follows: New 
Jersey, 52 branch systems, 171 branches; 
New York, 103. branch systems, 779 
branches; Pennsylvania, 44 branch sys- 
tems, 155 branches. 

Of the 94,179 persons shown, 12,273 
are executives and salaried officers, and 
81,906 are other employees. This would 
indicate a ratio of approximately one 
executive for every seven other otc cg 
or 13 per cent executives and 87 per cent 
other employees. 

In unit banks, executives constitute 21.6 


3 


ed cent of all employees. In the branch 
anks 7.4 per cent of all employees are 
classified as executives. If the number of 
employees reported, as of the close of the 
year, may be considered representative of 
employment throughout the year, the 
average annual salary paid to employees of 
all banks, including executives, was $2,089 
for the states covered in this report. 

In unit banks the average salary, under 
the same assumption, was $1,942. The 
average salary for executives was $3,620 
and $1,480 for other employees. In branch 
banks the average salary was $2,185. For 
executives it was $9,108 and for other 
employees $1,631. 

Frep A. GOSNELL, 

Chief Statistician, 
Bureau of the Census, 
Department of Commerce, 
Philadelphia, Penna. 
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value good will, in 





their statements, at 
millions. Others put it down 
at one dollar. Bank statements 
never mention this intangible 
asset that costs thousands of 
dollars... paid for, but not 
always received! 

For every personal contact 
between your Bank and the 
public, for every person who 
sees your advertising or reads 
your booklets, there are a 
dozen contacts through your 
stationery. 

For every hundred people 
who go into banks today there 
will be hundreds more who 
receive a check, a draft, or a 
communication on a bank 
letterhead. To these, add the 


millions of impressions that 





are created by pass books, 
’ statement sheets and check- 
books. TI bined f 

C/¢ ties nes eines 
relations between your Bank 
and th blic is c _ 

CONSTRUCTIVE CUSTOMER —= 
Let the quality of your 


RELATIONS ey bank stationery make that 


force constructive. 
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A street scene in Toledo, Ohio, where this article was written. The entrance to the author’s bank is 
shown at left-center of the picture 


‘LHe Quest for Loans 


Despite some expansion, loans are still scarce . . . And the 
individual bank frequently has to compete for the good ones 


F course good loans are scarce. 
O The banker situated in a com- 

munity where he can keep an 
old-fashioned proportion of his re- 
sources profitably employed in sound 
credits is happy beyond most of us. 
But it may be permissible to wonder 
whether conditions are really as bad as 
they seem. 

Our institution is in a sizable in- 
dustrial city with several good banks. 
Local stores and industries are busy, 
local workers are employed in as good 
proportion as are most cities’ workers. 
There is, in short, a financial and com- 
mercial] situation about which we have 
little cause to complain. It might be 
thought, then, that a reasonably good 
share of commercial loans should be 
coming through the front door. 

An average amount of good loan 
applicants does keep coming. But 
today’s average is not enough to be 
very profitable. The banker must do 


by 
A. G. BROWN 


President, The Ohio Citizens Trust Company, 


Toledo, Ohio 


a little something to bring in a larger 
share, if he is to keep enough of his 
assets earning to yield a fair return. 
Yet, despite the efforts that local 
bankers are exerting to convince the 
public of their sincere desire to make 
all the good loans that are offered to 
them, the public is not convinced. 
Evidences of this general disbelief that 
banks are willing to make good loans 
come up repeatedly. For instance, 
only the other day at a good-sized 
luncheon one man arose in the discus- 
sion following the speech of the day 
and said, in effect, “These bankers tell 
us they want to take care of the legiti- 
mate needs of local business, but what 


do they actually do about it? I went 
looking for a good-sized loan right here 
in Toledo. I couldn’t find a banker 
willing to take a chance on me. So I 
went over to such-and-such a city and 
got it without any trouble. I say our 
local bankers do not care about helping 
our local business men!’’ 

It generally happens that when any 
complaint of this sort comes to a 
bank’s attention from a responsible 
individual, the bank is reasonably 
familiar with his financial statement. 
If his statement is satisfactory, it is 
good business to write the man a letter 
inviting him to come in at his early 
convenience as there is something 
worth discussing with him. When he 
appears it is easy to ask him, ““That 
remark you made about not being able 
to get a loan in town here —you didn’t 
get turned down at this bank, did 
you?” 

In this instance it developed that the 
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Meeting Competition. 


out meeting competition. 


have been installed.) 


were no takers. 
worth in that market. 
rate on his funds. 


convinced. 
Keeping Loans at Home. 








The Question of Looking for Loans. 
loan applicants is not enough to be profitable. 
must do a little something to bring in a larger share. 


Today’s average of 


The nation’s banks are laden with 
money for which they cannot find outlets. The banker who 
is getting enough loans to make money is open-minded, is 
(Sometimes bankers forget that 
interest rates formerly charged in rural regions were based 
on the premise that borrowers paid the entire income of the 
bank, including both expenses and profits. 
rates on time deposits have been reduced. Service charges 


Loaning Rates. The situation is comparable to what farmers 

faced when every corncrib was bulging with corn and there 
The farmer got 10c, which was all it was 
The banker has to take a reduced 


Convincing the Public. Despite the efforts that bankers are 
exerting to convince the public of their sincere desire to make 
all the good loans that are offered to them, the public is not 


It is invariably more convenient 
and in the long run less costly to the customer to pay a 
slightly higher rate and do his banking in his home town. 


Points To Consider in the Search for Loans 


(From the Accompanying Article) 


Seasonal Loans. 
The banker 
seasonal credit. 


Now interest 


The smaller city has dozens of sound, pros- 
perous, industrial and commercial concerns which need 
To the banker in the big city it looks as 
if these borrowers should be extended the opportunity to 
borrow at a rate in line with money market conditions. 


Farm Mortgage Loans. 
can get money from the land bank for 3% per cent tempo- 
rarily. Actually the farmer here has added fees. The 
aggressive country banker takes on this top quality mort- 
gage at 5 per cent to 6 per cent. 
dealing with a local bank. 


Farm Production Loans. 
chinery is entirely adequate to care for most of the legitimate 
credit needs of the farmer, particularly in the crop produc- 
tion field. Which does not mean that the Government is 
doing a great disservice by competing. 


Government Competition. 
field of lending will be halted, in the opinion of many 
bankers, only after it is generally acknowledged that there 
is no need for its participation. 


The Amortization Principle. 
application of the amortization principle to all manner of 
loans has been too long neglected by commercial banks. 


The farmer with a good mortgage 


The farmer is better off 


The commercial banking ma- 


Government influence in the 


It seems to many that the 














application had been made at another 
bank two and one-half years previ- 
ously! The man had to admit that his 
attitude in 1936 was hardly fair when 
it was based on the situation prevailing 
in 1933 or 1934; his own affairs had 
meanwhile improved, just as had the 
affairs of the banks. On further dis- 
cussion and on examination of his 
financial statement, it was plain that 
he is an entirely desirable credit risk. 
Accordingly the incident ended with 
his becoming a customer of our insti- 
tution, obtaining an adequate line of 
credit with us, and thus bringing his 
business back to town. No longer is it 
possible to claim that he has to go out 
of town for accommodation or that 
Toledo banks will not lend to him. He 
is better off by banking in Toledo — 
and our bank is better off by having 
his business. 


R consider the instances where a 

bank in a city such as ours actually 
brings the business back to town at a 
higher rate than the borrower is pay- 
ing. Here are two Toledo financial 
institutions which were borrowing on 
United States Government collateral 
at a large New York bank. We went 
to each in turn and said, “It certainly 
is costing you plenty to ship collateral 
back and forth between here and New 
York. Frankly, we would like your 
business. But we cannot live on the 
rate you are now paying. We will 
gladly take you on at 1% per cent 
above what you are now paying, if you 
will open a worthwhile account with 
us and will agree not to keep paying 


off your loan one week and increasing 
it the next. In other words, at the rate 
we offer we can’t afford to handle all 
the bookkeeping in the world. But if 
you will give us a chance to handle it 
in a way that will permit us to make a 
little money on it, we’d very much like 
your business. And we think it will 
not only be more convenient for you 
but also it will save you money.” 

The heads of both of those houses 
were agreeably surprised to learn that 
they could obtain such loans locally. 
This was and still is desirable business 
for us. We would not under any or- 
dinary circumstances cut a rate below 
what a local customer is paying a local 
bank. But certainly a bank should 
have no such scruples about protecting 
the interests of out-of-town banks 
which are lending to home-town busi- 
nesses. It is invariably more conveni- 
ent and in the long run less costly to 
the Toledo customer to pay a slightly 
higher rate and do his banking in his 
home town. As witness the two 
Toledo firms which quickly accepted 
our offer on loans they had been ob- 
taining in New York at slightly lower 
rates. 

Any good banker, particularly if his 
background is of country banking, 
finds it pleasant and profitable to visit 
a good many of the country banks in 
his trade territory. Some of the 
country bankers encountered on such 
visits are down-in-the-mouth about the 
difficulty of finding loans, while others 
are getting enough loan business to 
earn their dividends even if they had 
no other sources of revenue. 


The difference between the two 
classes is to be found almost entirely 
in their attitude toward interest rates. 
The banker who is complaining that 
he cannot get any loans, that the gov- 
ernment is taking all the good business, 
and so forth, is generally one who clings 
stubbornly to the idea of 7 per cent and 
8 per cent interest rates. The country 
banker who is getting enough loans to 
make money is more open-minded, is 
out meeting such competition and 
beating it. 


AS any banker knows who tries to 

keep abreast of general financial con- 
ditions, there simply is no justifiable 
argument for charging 7 per cent or 8 
per cent to any customer today if that 
customer’s credit is good enough to 
make it a legitimate, safe banking loan. 
The nation’s banks are laden with 
money for which they cannot find 
outlets except in United States obliga- 
tions at microscopic yields, or in com- 
merical paper (when they can find 
any) at even lower rates. With so 
much loanable cash and so slight a 
demand for loans, the situation is 
comparable to what the farmers faced 
when every corncrib and elevator was 
bulging with corn and there were no 
takers. The farmer got 10 cents for 
his corn, which was all it was worth in 
that market. The banker has to take 
a reduced rate on his funds, or else 
find no good borrower. 

In one community a considerable 
distance from Toledo the local banks 
are bitter against the banks from a 
larger city within a hundred miles. The 
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smaller city bankers say that the big- 
city bankers come into their territory 
and cut the heart out of interest rates. 
Which, looking at it exclusively from 
the viewpoint of the smaller town, is a 
precise statement of the case. From 
the big city, though, it looks quite 
different. The smaller city has dozens 
of sound, prosperous industrial and 
commercial concerns which need sea- 
sonal credit. In the prevailing market 
these are good loans at 3% per cent 
to 5 per cent. The bankers of the 
home town want 6 per cent for sizable 
loans to the best of these firms, and ask 
up to 7 per cent for other than best 
names. Therefore, to the banker in 
the big city it looks as if these bor- 
rowers were being gouged, and should 
in all fairness be extended the oppor- 
tunity to borrow at a rate which is 
somewhere nearly in line with money 
market conditions. One can reason- 
ably sympathize with both sets of 
bankers if he has sat on the loan desk 
in banks of both large and small 
towns and has seen the dual pull. 


TO those of our country correspond- 
ents who ask how they may get a 
worthwhile volume of loans today, we 
uniformly tell about the country 
bankers in this same territory who are 
doing very well right now. These 
aggressive country bankers are realists. 
They would like to get top rates, but 
they know they cannot. So they do 
the next best thing. For example, 
government production loans to farm- 
ers can be obtained at 5 per cent —plus 
assorted fees which run up the actual 
cost considerably. The country banker 
who wants these barnyard loans from 
his good farmers makes them at 6 per 
cent today —which is 2 per cent less 
than the good, old-fashioned 8 per 
cent, but is still 6 per cent better than 
not making the loans at all. And the 
farmer, even if there were no incidental 
fees and costs of government credit, is 
willing to pay 1 per cent for the privi- 
lege of doing business with his own 
banker instead of the government, of 
getting an immediate decision and an 
immediate handful of money, instead 
of having to wait until the papers go 
through official channels. Mind you, 
it is not necessary to criticize the 
government folks for their formalities; 
these are entirely necessary in govern- 
ment loaning. But the home-town 
banker who can short-circuit anything 
like red tape has a tremendous ad- 
vantage in getting the business. 

In the same way, the farmer with a 
good mortgage to offer can get it for 
4 per cent from the Federal Land Bank 
in ordinary times, and right now for 
314 per cent temporarily. Actually, of 
course, the farmer here has added fees 
Which raise the cost to him in the 
neighborhood of an added 1 per cent — 
I know, from some years of experience 


with one of the Federal Land banks. All 
right, the aggressive country banker 
takes on this type of top quality 
mortgage at 5 per cent to 6 per cent 
with amortization terms just like the 
land bank. Thereby it becomes a 
steadily sounder loan year after year, 
and thus the more readily sold if the 
bank should wish to turn the mortgage 
into cash. As for the farmer, he cer- 
tainly is better off dealing with a 
sound local bank than with a Federal 
organism some hundreds of miles 
distant. 

Unquestionably there has been a 
shift in the demand for different types 
of credit in this country. If, for ex- 
ample, bankers want the government 
to get out of the lending business — 
which most bankers surely do wish — 
then it is up to us to demonstrate that 
we are not only able but also willing to 
take over as much as possible of the 
available sound credit risks. Certainly 
there is an increased demand for long- 
term credit, a decreased demand for 
short-term credit. But, as Governor 
Eccles told us last autumn, what we 
may have to do is to “‘step out into the 
field and extend not the type of credit 
that you prefer to extend —90 days or 
6 months credit—but the kind of 
credit that there is a demand for in 
your community.” 

There is adequate opportunity for 
bankers to explore the possibilities in 
the real estate mortgage field under the 
liberal provisions of the Banking Act 
of 1935. There is the opportunity of 
obtaining liquidity and ever-increasing 
security in loans properly amortized 
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and on farms properly appraised. The 
development of the amortization prin- 
ciple in the lending of funds will 
probably constitute the distinguishing 
feature of the banking business in the 
years just ahead. It seems to many 
thoughtful bankers that the applica- 
tion of the amortization principle to 
all manner of loans, on a monthly, 
quarterly, or semi-annual basis, has 
been too long neglected by commercial 
banks. Instead, the banks have stood 
by and loaned the money to installment 
credit agencies whose success is due 
primarily to the intelligent use of this 
principle. There would seem no reason 
why we might not well apply the 
principle of amortization to commer- 
cial loans as well as to longer-term 
types of credit. If the banks of this 
country had all held their commercial 
borrowers to monthly reductions, there 
would have been no such volume of 
frozen commercial loans as oppressed 
the banks and foundered many of 
them. If a credit cannot be paid off 
periodically on the amortization plan, 
the loan should not be made. This 
certainly seems to be a sound basis for 
commercial as well as other types of 
lending today. 

What, do you ask, has all this to do 
with going out and getting ample loans 
today for a commercial bank? A good 
deal, it seems, since the application of 
some of these basic sound principles 
makes possible a good many loans 
which without the application of these 
methods would hardly be attractive. 
And the task of the banker who 
really wishes to earn a_ (See page 22) 





President Brown, at the left, has been called upon frequently in recent months to address 
banking groups on the subject of loans. He is shown at his desk in The Ohio Citizens Trust 
Company. At the right is the bank’s Vice-president and Secretary, Willard I. Webb, Jr. 











RE there any good opportunities 

for increasing the local loans of 

country banks through notes 
originating in farm machinery trans- 
actions? How are banks in rural 
centers handling this type of loan to 
obtain the best results for themselves, 
their customers, and their communi- 
ties? What pitfalls have they learned 
from experience to avoid? 

To get the answers to these and 
other pertinent questions, a good 
many automobile miles have been 
rolled up during the past few weeks 
over hard roads and gravel roads in 
three. agricultural Middle- Western 
states. The facts which have been 
developed may not be authoritative 
in the sense of a nation-wide survey of 
all banks. Certainly, however, they 
are indicative of the policies, plans, 
and procedures by which several 
typical banks are increasing their 
profits in these days when profits are 
not too easily obtained. 

Consider, for example, the York- 
ville National Bank of Yorkville, 
Illinois. This institution has totals 
around $600,000, with loans and dis- 


Opinion is that the trend of farm equip- 
ment sales is upward 
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Opinion on KaRM 
EQUIPMENT PAPER 


A series of interviews with Mid-Western 
banks, all experienced in handling farm 
equipment paper, uncovers some pointers 


by 


ARTHUR VAN VLISSINGEN, Jr. 


Correspondent, The Burroughs Clearing House 


counts in the neighborhood of $135,000. 
About 10 per cent of its total loans 
are in farm machinery paper —which 
means a monthly income of perhaps 
$75 which otherwise would be cut in 
half in the current bond interest 
market. Not a large number of 
dollars, to be sure; but a substantial 
slice of income for a bank in the size 
class of the Yorkville National. 

‘We really awakened to the oppor- 
tunities in farm machinery loans 
rather recently,” explains Ed. I. Gutel, 
cashier. ‘““There was not much of 
this business to be had until the past 
year or two, because the farmers 
would not spend the money to buy a 
tractor or a corn picker or other large 
piece of farm machinery. But in 1935 
and 1936 we have done a good volume 
of loans for this purpose, by co- 
operating with the implement dealers 
and the farmers of our community. 

“One dealer in particular supplies a 
large slice of this business that we 
have. When he finds a likely prospect 
for a tractor, say, he comes in to see 
us at the first opportunity. He tells 
us what he has in mind, asks, ‘Is Bill 
good for $800 here?’ If Bill’s credit 
is not good with us, we explain why. 
If Bill is good for this loan, we suggest 
that he invite Bill in to see us about 
financing the sale. Or if, as sometimes 
happens, Bill’s limit with us would be 
$500, we try to help the dealer figure 
out some method by which he can 
work out the sale with a cash balance 
of not more than this smaller limit. 

“We prefer to have our interview 
with the farmer in the absence of the 


man who is selling the tractor. We 
can both discuss the applicant’s credit 
more freely than if there were a third 
person present. The farmer will tell 
me frankly just what kind of a deal 
this is—the discussion might con- 
ceivably bring out some significant 
point that the dealer overlooked men- 
tioning. When this is all talked over, 
we take his note, the dealer gets his 
money, the farmer gets his machine. 

“There is no endorsement by the 
dealer on the paper. If the farmer is 
not good enough to borrow from us 
on his signature, or on his note plus 
collateral, then he is not good enough 
to borrow from us on the strength of 
the dealer’s credit. Under such cir- 
cumstances, we had rather make the 
loan direct to the dealer and let him 
make the loan to the farmer. 

“Those local farmers whose credit 
is the very best have been known to 
come in before ever we hear from the 
dealer. Such a farmer knows he can 
buy the tractor or other piece of equip- 
ment cheaper if he pays cash for it 
than he can on credit. So he tells the 
dealer that if he buys at all it will be 
for cash, gets the cash price —then 
hurries over to us and borrows the 
money and thus saves finance charges. 

“We neither ask nor desire any 
return on this type of paper in excess 
of legal interest. We ask the dealer 
for no concessions or discounts on 
ordinary farm equipment paper of 
one year or less. On _ longer-term 
notes, we feel that the increased risk 
of loaning for anywhere up to two 
years entitles us to a little greater 
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Opinion is that banks extending credit direct to farmers for the pur- 
chase of farm equipment prefer to discuss terms alone with borrowers 


return. On these notes over one 
year —they are comparatively few and 
unimportant—we ask the dealer to 
pay us a share of the added discount 
he gets by reason of paying cash. For 
example, the dealer’s discount for 
cashing long-time paper on a tractor 
often runs about $75; we ask him to 
pay us a fee of $30 on such a trans- 
action, which seems entirely fair. 

“So far we have never encountered 
any difficulty with farm machinery 
loans. There have been a few which 
paid up one payment or another 
a day or a week late. But we have 
never had anything which even threat- 
ened to develop into a default or a 
repossession. If we should ever en- 
counter anything of this sort, our 
informal understanding with the dealer 
is enough to keep us from any serious 
loss or added expense. It is well under- 
stood between us that in any such 
event, he will do the actual job of 
making the repossession, will sell the 
used equipment for us at no cost to 
us, and will apply the proceeds on the 
larmer’s note. We also understand 
pretty clearly that if any such note 
began to drag and the dealer does not 
want the machine repossessed, he is 
entirely at liberty to buy the note 
rom us and carry it himself.” 


HE First National Bank of Grand 

Ridge, Illinois, has a larger propor- 
tion of its assets in farm equipment 
loans. The bank has statement totals of 
$675,000, total deposits of $600,000, 
loans and discounts of about $135,000. 
Uf these loans and discounts, approxi- 
mately $40,000 represents farm equip- 
ment loans. Not all of this, however, 
ls local business. The bank finances 


sales for local implement dealers, mak- 
ing the loans direct to farmers whom 
it has approved in advance of the 
closed sale. But also it buys paper 
from the district offices of farm equip- 
ment manufacturers, paper turned in 
by dealers chiefly in towns where 
banker and dealer have failed to get 
together to their mutual profit. 

‘“We are eager for the right kind of 
farm equipment paper,” says Lawrence 
J. White, president of this institution. 
“We have, for an institution in a 
community of this size, a really worth- 
while volume of local loans, both 
business and agricultural. But under 
current conditions there is a distinct 
limit to how much money can be 
loaned in our community, particularly 
if we were to restrict ourselves to the 
old-time variety of loaning. And we 
need the income that good loans can 
supply better than any other type of 
bank asset. 

“So we really work wholeheartedly 
with our local implement dealers, and 
with those from towns where the 
banker does not see the opportunity 
in this class of loans. Even so, we 
do not obtain enough of these loans. 
But we have found an additional 
source, in the district offices of the 
tractor makers. It opened up because 
the manufacturer’s sales representa- 
tive, known as the block man, often 
comes into the bank with the local 
dealer to see how things are working 
out. When it developed that the 
district office in a larger city had a 
case full of such paper, we began buy- 
ing it—and we have kept it up because 
it is uniformly good, in our experience. 
Mind you, we don’t buy it unless the 
farmer’s statement attached to the 
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conditional sale agreement looks good. 

““We have followed the policy of 
requiring the local dealer’s name on 
the back of the farmer’s note. Frankly, 
we do this less for the added security 
than we do to make sure that the 
dealer will be interested in proper 
service on the equipment and also that 
we can count on his co-operation. If 
we ever have a repossession to handle 
we want him to drive out and get the 
tractor and sell it for us promptly. 
We have handled over $100,000 of this 
type of paper during the past few 
years, and have never had a default or 
repossession. Actually, barring some 
unforeseen accident, there is little 
possibility of a loss which might make 
us call on the dealer to make up a 
deficiency in the settlement. The 
original sale requires a down payment 
of at least 33 per cent. In this terri- 
tory there is very little once-a-year 
loaning; most of the loans call for 
quarterly or semi-annual payments. 
Consequently the tractor is always 
worth more than the balance unpaid, 
and this margin of safety for us in- 
creases from month to month, so that 
the older the note is, the better it is. 
Unless the machine should meet with 
an accident, it is hard to imagine any 
time during the course of the note 
when the collateral could not be sold 
for the unpaid balance.” 

The Fowler State Bank of Fowler, 
Indiana, is about a_ million-dollar 
institution. Its total loans run be- 
tween $400,000 and $450,000 most of 
the time, and of this about $135,000 
is classified as “Finance Loans and 
Discounts.” Perhaps two-thirds of 
the finance loans are for automobile 





Opinion is that a working agreement with 
the dealer is advantageous mostly as assur- 
ance for his interest in proper service and 
for his co-operation in case of repossession 
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purchases, one-third for farm equip- 
ment. 

Glen E. Buzick, cashier, points out 
that this bank got into the finance 
loan field to obtain a source of interest 
to make up the shrinkage of com- 
mercial and local loans of more con- 
ventional type. Its emphasis has 
been more upon automobile than upon 
agricultural machinery loans, simply 
because there is more automobile 
paper to be had. The purchase of 
this type of paper has been handled 
very much in the spirit of purchasing 
bonds or commercial paper—not so 
much for the accommodation of a 
local credit need as for the impersonal 
purpose of supplying bank revenue. 

In Mr. Buzick’s experience, farm 
equipment paper causes no trouble, 
yields a return which is exceptionally 
good for these times, and helps keep 
occupied a substantial proportion of 
the bank’s funds. 


HE North Side Bank of Racine, 

Wisconsin, is an unusual type of 
institution to be loaning in this field. 
Situated in a sizable industrial city, 
its location away from the downtown 
district brings it a share of farm busi- 
ness. Its totals exceed a million, its 
loans and discounts are above $200,- 
000. Of these, a sizable amount is 
customarily employed in farm equip- 
ment loans direct to farmers. 

“There is no better type of loan, 
in our experience,” declares Roy F. 
Ruland, vice-president and cashier. 
“We have yet to have one of them 
default, we have never encountered 
anything which threatened even re- 
motely to develop into a repossession 
or foreclosure. The fact is, if no bank 
ever had any more trouble with any 
of its loans than we have had with our 
loans to farmers to buy tractors and 
other farm equipment, every bank 
would be making better profits than 
it dares even hope for. 

“Of the dealers on our books who 
sell such equipment, every one under- 
stands that we are eager for good loans 
of this sort. Our one proviso is that 
we want to be notified before the sale 
is closed, so that we can be all ready 
to answer when the farmer comes in 
to borrow. This has been worked out 
to the point where one dealer builds 
up a list of prospects for all types of 
equipment in his line, then brings the 
list in to us for checkover. After we 
have eliminated those people to whom 
we could not extend credit, the dealer 
confines his efforts to the ones whose 
credit is good, and thus avoids wasting 
time on sales which would never be 
consummated anyhow. 

““We take the notes direct from the 
farmers, and we do not ask the 
dealer’s endorsement. It seems to us 
that extending credit is our business, 
just as selling farm equipment is his 
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business. He does not ask us to go 
out and solicit prospects for him, and 
we see no reason why we should ask 
him to guarantee that our credit 
judgment is correct. If we cannot 
feel safe in making the loan on its 
merits, then obviously it should be 
turned down. The same way with 
the interest rate—we see no justifica- 








The Current Interest In 
Farm Equipment 
Financing 


An incident related by the 

officer of a farm equipment com- 

. pany, interviewed during the 
preparation of this article, will 
be of interest to banks. It typi- 
fies the attention that is being 
devoted to the subject of farm 
equipment financing at the pres- 
ent time. 

The officer stated that his 
company had recently sent a 
factory representative to call on 
a dealer in Oregon. The Oregon 
man was doing a good volume of 
business, but he was sending in 
to his district office for direct 
credit a volume of farmers’ notes 
representing practically all of his 
sales. To the company’s officer 
this meant that something was 
out of joint in the dealer’s 
method of financing. 

When the factory man called 
on the dealer he was told 
that the banker wasn’t lending 
any money. ‘That,’’ said the 
dealer, “Sis why I’m sending in 
all my notes.’’ ‘Did you ever 
try to borrow from him?”’’ asked 
the factory man. ‘‘Yes, but he 
turned me down hard.’’ Where- 
upon the factory man decided to 
call on the banker. 

“I turned him down in Febru- 
ary of 1933,’’ said the banker. 
“I also turned down one of my 
best customers on a government 
bond that month. How’s this 
fellow of yours doing? Is he 
doing enough so he might come 
over again?”’ 

The result was that banker 
and dealer were brought together. 
The dealer obtained some needed 
financing; the banker some new 
business. And the company 
officer at the factory felt that 
what was accomplished in this 
case might be repeated at many 
other points. 




















tion for trying to get part of the 
dealer’s normal profit when we make 
the loan. Loans are what we most 
urgently want right now —why should 
we penalize the dealer who helps us 
get a good loan? Likewise —the best 
hope for our bank’s growth and 
development is to build up an ever 
more prosperous business community 
around us. We cannot hope for a 
prosperous set of neighbors if we try 


to grab their profits as well as our 
own. What is more, if a loan is not 
good at a banking rate of interest, we 
feel it is too risky to be an acceptable 
banking loan at any rate of return. 

“A major advantage of making 
these loans, especially in a bank such 
as ours, is that they bring in just the 
class of farmers who make the best 
banking customers. We want good 
customers, especially customers who 
require credit and are entitled to it. 
We have found that a good many of 
the farmers who are first brought in 
by the purchase of a tractor or other 
farm equipment subsequently open 
accounts with us, maintain fair bal- 
ances, and periodically thereafter bor- 
row for other farm purposes.” 

About $25,000 of farm machinery 
loans are included in the $225,000 of 
local loans at The First National Bank 
of Elkhorn, Wisconsin, a bank well 
over a million and a half in totals. 
“‘We want just as many of these loans 
as we can obtain, within reason,” says 
A. C. Desing, vice-president. ‘The 
more good loans we can obtain, the 
less our danger of shrinkage in assets 
from market declines in bonds. Also, 
the better the bank’s income. 

“We work closely with local im- 
plement dealers, and the closer a 
dealer works with us, the more 
inclined we are to play ball with him. 
We tell them, ‘Your business is 
primarily selling, and the sales point 
of view is the one that Jeads to extend- 
ing poor credits. On the other hand, 
our business is credits. Why not let 
us be your credit department, espe- 
cially since it won’t cost you a cent?’ 

“The result is that almost every 
prospective buyer of farm equipment 
is discussed with us by one dealer or 
another before any concentrated at- 
tempt is made to close the sale. The 
dealers concentrate on sales that are 
worth making, and we do not have 
to turn down so many farmers who 
would like to have credit. It has 
been our observation that the dealer 
who finances his business by merely 
placing the farmer and the banker in 
contact, gets clean sales with no 
losses. The dealer who takes the 
notes of the farmers, then tries to sell 
them to the bank, gets rid of the good 
paper, is forced to hold onto the poor 
risks, and may eventually go broke. 
Or, if the bank buys all of his paper 
on the strength of his endorsement, 
the quality of these loans runs steadily 
downhill. Incidentally, we keep an 
Indirect Liability Register, so that 
we can tell at all times exactly how 
much paper any dealer is on as en- 
dorser. Naturally, we prefer the loan 
that we can make direct; but we make 
some of both kinds.” 

The Farmers Bank of Milton Junc- 
tion, Wisconsin, is a_ three-quarter- 
million dollar bank, with (See page 24) 
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A roar of welcome greeted President Roosevelt on his return to the White House following the election 





International News Photo 


ASHINGTON 4.44.5. 


The administration’s economic policies... The outlook for new 
banking legislation . . . Misrepresentation in financing charges 
... Seeking the definition of a savings account... Farm credit 


by 
HENRY D. RALPH 


Washington Correspondent, The Burroughs Clearing House 


HE sweeping victory of the New Deal at the polls is 
looked upon in Washington as a vote of confidence 
in the administration’s financial and economic policies 
and a mandate to continue the program of government 
control of banking and other business. With an over- 
whelming majority in both Houses of the next Congress, 
the administration is expected to meet little effective 
Opposition in its measures. 

No precise forecast of the administration’s program is 
possible at present, but the feeling is that there will be no 
important changes in policy at least until after inauguration 
January 20. The President will be away from Washington 
a good share of the time until the middle of December, and 
Congress will not meet until January 3. Some changes 
in the Cabinet are possible then and there are other appoint- 
ments to be made, but it is expected that Secretary Morgen- 
thau will remain in the Treasury. Barring unexpected 





resignations, there will be no change in the membership 
of the Reserve Board except one appointment to fill the 
vacancy that has existed for many months. 

No major plans for banking reform are in prospect but 
the administration will continue its policy of centralized 
Federal control of banking and of credit. Interest rates 
will be kept low but probably will not be forced below 
present levels, and the Reserve Board will attempt to curb 
excessive use of bank credit if credit inflation threatens. 
No change is anticipated in the activities of the Federal 
Deposit Insurance Corporation except a tightening of its 
program of securing better bank examination and of weed- 
ing out and consolidating weak banks. 

There will be less threat of monetary inflation in the 
new Congress than at any time during the past four years. 
The principal apostles of inflation were snowed under at 
the polls, and President Roosevelt, who has always been 
opposed to printing-press currency, will have greater 
support in Congress in combating inflationary legislation. 
In this he will be aided by improved business conditions 
and prices and by a slowly decreasing deficit. 

The administration may be expected to be more con- 
servative on finances than in the past. Pointing the budget 
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toward balance is one of the first jobs tackled by President 
Roosevelt following his re-election. Gradual rather than 
drastic curtailment of spending is in prospect, although 
there will be strong demands for continuance of public 
works, relief for unemployed, and other spending and lend- 
ing activities. The budget to be presented in January is 
expected to indicate that expenses and income will balance 
about the end of the 1938 fiscal year. 

Reorganization of the structure of the Federal Govern- 
ment will be one of the important matters under considera- 
tion by Congress, and if plans now in tentative form are 
carried out there may be a considerable saving in adminis- 
trative costs. Several new departments may be created 
to consolidate agencies now scattered among various 
bureaus. One suggestion now being discussed is the crea- 
tion of a bureau of fiscal affairs, either as a part of the 
Treasury or as a separate department, to include all 
agencies concerned with lending and credit, such as the 
RFC, Farm Credit Administration, Home Loan Bank 
Board, and others. This and similar suggestions, however, 
are nebulous at present. 

The new Congress will be faced with a heavy schedule 
of legislation. A thorough revision of the Federal tax 
structure is in prospect, having been promised for more than 
a-year. The object will be to keep revenues at about their 
present level but to improve administration of the revenue 
laws by consolidating and simplifying them. Senator 
Wagner will renew his efforts to enact legislation providing 
Federal aid to municipalities for slum clearance and the 
construction of low-cost housing, a project which many 
real estate financing authorities have endorsed in principle 
provided it does not encroach on the field of the private 
home construction industry. 

Continuation of the lending authority of the Recon- 
struction Finance Corporation will be one of the first 
- matters to come before Congress, as this authority expires 
February 1. Although new loans have been falling off 
rapidly and collections currently are greater than disburse- 
ments, there will be a demand to continue lending authority 
for another year to permit lending to taper off gradually 
instead of being terminated abruptly. 

The only monetary legislation in prospect is continu- 
ation of the currency stabilization fund and of the Presi- 
dent’s authority to alter the gold content of the dollar 
though there is little prospect of further devaluation. 
Attempts may be made in Congress for periodic reports 
on the use and status of the stabilization fund. 


Banking Legislation 


Legislation to segregate commercial banking and trust 
activities may be pushed in Congress as the result of studies 
of investment trusts and corporate trusteeships which the 
Securities and Exchange Commission has been making. 
The subject was discussed after the banking holiday in 
1933 when investment affiliates were divorced from banks 
by legislation but was not seriously considered by Congress. 

Two current investigations by the SEC may bring this 
subject to the fore. One is a study of various forms of 
investment trusts, and while the bulk of the commission’s 
recommendations probably will not affect commercial 
banks, there may be some reference to methods of handling 
common trust funds. The commission sent a questionnaire 
to all banks and trust companies asking information on 
many aspects of common trust funds, uniform trust funds, 
composite funds, and commingled funds. If it should 
decide to make any recommendations for legislation 
regarding common trust funds the SEC probably would 
not be influenced by the action of Congress in giving special 
tax treatment to such funds under the revenue act of 1936, 
and it would be the problem of Congress to harmonize tax 
legislation with any control measures suggested by SEC. 
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The Social Security Fund May Absorb 


New Government Issues 


Very few government securities of any sort may 
be issued to banks from now on, regardless of 
whether or not the Federal budget is in balance, 
because the old-age reserve account, as set up by 
the Social Security Act, would absorb government 
bonds at an increasingly rapid rate. While govern- 
ment experts are generally of the opinion that 
eventually the act will have to be amended to avoid 
piling up too large a reserve, this part of the law 
may remain unchanged for the present and may 
have a profound effect on the government bond 
market. 

Beginning January 1, 1937, the Treasury is 
directed to pay into the old-age reserve account 
each year a sum based on actuarial figures but over 
a period of years roughly the same as the amount 
brought in through the pay roll taxes on both 
employers and employees for old-age annuities. 
During the first half of 1937 these taxes are expected 
to bring in $304,700,000 and the appropriation to the 
fund is estimated at $282,800,000. This fund must 
be invested in government bonds bearing 3 per cent 
interest or more, which means that during the next 
six months this fund will absorb just about all the 
new securities the Treasury is likely to issue. 

At the beginning of the fiscal year the Treasury 
estimated that it would need to borrow approxi- 
mately $750,000,000 in new money and the September 
15 financing accounted for $400,000,000 of this, 
leaving some $350,000,000 to be borrowed in the next 
seven months if the original schedule is adhered to. 
The probability is, therefore, that the old-age 
reserve fund will absorb all the 3 per cent securities 
the Treasury will issue, and the small balance of 
new money that may be required doubtless will be 
of short term and at a low rate of interest. 

At the same time, there are several other govern- 
ment trust funds engaged in buying bonds in the 
open market. The Federal Deposit Insurance 
Corporation buys about $35,000,000 annually, and 
the Secretary of the Treasury is obliged to buy bonds 
with moneys deposited by the states as reserves for 
their unemployment benefit programs, an entirely 
different aspect of the social security law. 




















The other investigation is a general study of protective 
and reorganization committees. Final recommendations 
resulting from this study probably will be made to Congress 
in January, but in a partial report degling with corporate 
trustees or trustees under indentures the commission fore- 
cast a recommendation for legislation to separate such from 
commercial banking, stating: 

“If the prestige and good repute of our large commercial 
banks are to be maintained, one of two steps must be taken: 
Either corporate trusteeships must be divorced from com- 
mercial banks and made the exclusive function of the trust 
institutions, specializing in the business of acting as trustee: 
or a commercial bank acting as trustee for securities of a 
corporation should not be permitted to hold a management, 
ownership or creditor position in that company or have any 
other interest inconsistent with its fiduciary responsibilities. 
Nothing short of such measures will insure adequate pro- 
tection to the bank’s depositors and stockholders, and to 
the investors for whom they purport to act as trustee. The 
large number of banks which function as corporate trustees 
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without being short-term creditors of the issuer demon- 
strates that this separation of functions is practical.” 

Several bankers and trust executives who have testified 
at SEC hearings in connection with these investigations 
have differed on the extent to which trust activities should 
be divorced from banks, many feeling that while complete 
separation might be feasible or even desirable for large 
banks and trust companies, smaller institutions will find 
it necessary to continue to combine deposit banking with 
trust business. Complete separation, it is said, would 
revolutionize the banking business, and observers say 
that the commission’s alternative proposal is unworkable 
as it would be most difficult for a bank to avoid doing 
deposit business for a concern whose securities might be 
handled by the bank’s trust department. 


Advertising Finance Charges 


The Federal Trade Commission has launched a campaign 
against misrepresentation of the cost of financing purchases 
on installment plans. Automobile financing is directly 
under fire, but other forms of installment credit advertising 
are being scrutinized. The commission is charged with 
preventing “unfair methods of competition in commerce,” 
and misrepresentation of one sort or another is one of its 
chief causes of complaint against business enterprises. 
The commission is not concerned with the mechanics of 
any financing plans but with false or misleading statements 
concerning them. 

The FTC’s campaign came to light through publication 
of a stipulation under which an automobile sales company 
agreed to discontinue certain statements in connection with 
advertising a financing plan. 

In the stipulation already signed the automobile com- 
pany agrees that in its advertising matter or in that fur- 
nished to dealers it will not use representations “‘the effect 
or tendency of which is to cause purchasers to believe that 
the plan contemplates the payment of a simple interest 
rate on deferred and unpaid balances of the purchase 
price, as for instance, 6 per cent, when in fact the interest 
rate involved and actually required is other than a simple 
interest rate of the amount referred to in such advertising.” 

“The actual financing plan,” the commission’s announce- 
ment stated, “‘is not truthfully or accurately presented in 
this advertisement, according to the stipulation, which 
points out that the plan does not contemplate a simple 
6 per cent interest charge, but requires payment of a 6 per 
cent charge on the full amount of the account originally 
financed from the date it begins to run to the date the 
account is closed. Such plan involved payment of interest 
at a rate much higher or substantially 100 per cent greater 
than the 6 per cent featured in the advertisements, accord- 
ing to the stipulation.” 


Federal Housing Administration 


The Federal Housing Administration is expected to 
meet opposition in Congress when it asks for legislation to 
extend government guarantee of the debentures it issues 
on default of an insured mortgage. Both the Mortgage 
Bankers Association and the United States Building and 
Loan League have suggested that FHA be terminated or 
limited in its scope, and their criticisms may be echoed in 
Congress if legislation is brought up. Title I of the FHA 
law, giving government guarantee of home modernization 
and repair loans, expires April 1, 1937, but it probably will 
be allowed to lapse. Many banks have indicated a willing- 
ness to continue to make amortized loans for this purpose 
without government guarantee and FHA officials them- 
selves feel that there is no further need for this title. 

However, FHA wants several amendments to Title II, 
dealing with its permanent plan of mutual mortgage 
insurance, the most important of which concerns debentures 
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to be issued to mortgage lenders when FHA takes over a 
home on default of an insured mortgage. These debentures, 
which bear interest and which represent the amount of the 
principal of the mortgage left unpaid, mature at the time 
of the original mortgage and are expected to be negotiable 
at par. The law provides government guarantee of such 
debentures issued before July 1, 1937, but the plan con- 
templated that after that date the premiums on insured 
mortgages would have built up a sufficient fund to permit 
the debentures to stand on their own feet. FHA officials 
believe that this guarantee should be continued until the 
insured mortgage plan comes into more general use and 
the reserve fund is considerably larger than at present, 
while critics feel that as long as the guarantee remains the 
FHA may be inclined to use a large proportion of the insur- 
ance premiums for its administrative expenses and pro- 
motional work. Some mortgage lenders also attack FHA 
on constitutional grounds, holding that the (See page 30) 








Defining Savings Accounts 


The proper definition of a savings account is a 
matter to which the Federal Reserve Board is giving 
much attention, and there is a possibility that some 
limit may be placed on the size of a savings deposit. 

Under its Regulation Q the board limits savings 
accounts to an individual or to an organization for 
a philanthropic or fraternal purpose and not for 
profit, and in a long series of interpretations the 
board has insisted that commercial organizations 
may not maintain savings accounts except that an 
individual in business may do so. In spite of these 
restrictions there is a feeling in many quarters that 
interest-bearing accounts should be further limited. 

A study of legal precedents suggests that savings 
accounts are related to thrift, and there is a question 
of whether an account of several thousand dollars 
can be considered simply a means of inducing 
thrift. If a size limit is put on savings accounts, 
large depositors would be forced to use time deposits 
which pay lower interest and which require advance 
notice of withdrawal. 




















FDIC Advertising Regulations 


The liberalized regulations of the Federal Deposit 
Insurance Corporation concerning advertising re- 
quirements will be welcomed by bankers generally. 
Section 3 of Regulation III has been entirely revised 
to eliminate the necessity for stating that the bank 
is a member of the FDIC in various types of adver- 
tisements and announcements. All the exemptions 
are grouped in the revised regulation, and among 
the important types of advertising which need not 
refer to FDIC are those relating to loan services, safe 
deposit business, trust business, real estate business, 
and the travel department. The old regulation 
required mention of FDIC in advertisements solicit- 
ing trust business with the intention of causing an 
insured bank to receive uninvested trust funds. 

The FDIC also has in preparation a new regula- 
tion defining when trust funds come under deposit 
insurance and when and how assessments on them 
are to be made. 
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...Many banks are taking advantage 
of opportunities that exist to foster 
local business and promote community 
development... Here are two examples 


A City-Wide Treasure Hunt 


by 


ROBERT J. IZANT 


Vice-president, Central National Bank of Cleveland, 
Cleveland, Ohio 


AYBE you can organize a Treas- 
M ure Hunt based upon the plan 
staged annually by a group of 
merchants in the Euclid Avenue Asso- 
ciation of Cleveland. 
Briefly, it is a four-day guessing 
contest in which the public is invited 
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Briefly, the treasure hunt is a guessing 
contest for cash prizes 
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For the first time in 1936 the treasure hunt included a bank 


to compete for cash prizes by matching 
given titles to fifty-one window dis- 
plays and supplying an original title 
for a fifty-second display which is 
known as the Mystery Window. 

The contest is staged in October, 
and for each of the three Treasure 
Hunts now on record the ranks of 
window gazers have been augmented 
by school-teachers from nearby dis- 
tricts attending the convention of 
North Eastern Ohio Teachers Associ- 
ation. 

Ballot blanks distributed, that is, 
handed out by sponsors of displays 
to contestants entering their places of 
business for the purpose, in 1934 
numbered 111,000; in 1935 this in- 
creased to 114,000; while the 1936 
distribution was 117,000. 

However, these figures can’t be 
relied upon as the record of the number 
of individuals who studied the dis- 
plays; but the following figures actu- 
ally tell the story. In the 1936 contest 
there were 12,577 entries, or 1,521 
more than in 1935. Which shows that 
one of every ten persons attracted by 
the contest became seriously interested, 
each thinking he had a fair chance of 
winning one of the eighteen prizes. 

Consider the prizes: a first of 
$1,000; second $500; third $250 and 
fifteen prizes of $10 each. All in cash. 


Now, wasn’t it something of pleasant 
news early in November to nine un- 
married women, seven married women 
and two men, when the announcement 
of judges, one of them a judge of the 
Common Pleas Court, at a _ radio 
broadcasting party contained their 
names. 

For the first time in its history the 
1936 Treasure Hunt included a window 
display of a bank. This was a display 
in the Playhouse Square Office of 
Central National Bank, and it con- 
sisted of the simple device of an 
antique treasure chest with a huge 
pass book appearing to drift upwards 
out of the opened lid. This, in a 
window only five feet wide. The com- 
mittee on titles assigned “‘Chest Ex- 
pansion” to this display, and, as a 
report on procedure, they named the 
other fifty displays in windows of 
specialty shops, department stores, 
restaurants and finance companies; 
and then these committeemen locked 
up their tabulation of titles in a safe 
deposit box in the bank. 

Interest in downtown Cleveland ran 
high, from the moment of unveiling 
the displays at noon on the opening 
day, until midnight of the last day 
of the period. 

Almost six times as many con- 
testants guessed the correct complete 
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list of titles in 1936 as in the preceding 


year; 51 in 1935 and 297 twelve 
months later. 
Regardless, it remained for the 


judges to say whose title for the 
mystery window was the best of 297 
submitted. Curiously (for this is 
being reported for the attention of 
readers of a banking journal), first 
prize was awarded Miss Ruth L. 
Smith, engaged in secretarial work in 
the estates trust department of The 
Cleveland Trust Company; and of 
further interest, if not an anomaly, 


A Weekly Auction 
for Stock Raisers 
and Feeders 


by 
ROSCOE MACY 


Director, First State Bank, 
Lynnville, Iowa 


sion was just entering the trough 

of the wave, the wide-awake 
manager of the farmers’ co-operative 
live stock shipping association at 
Grinnell, Iowa, began to nurse an 
idea. The idea, in operation, has been 
beneficial, not to one man alone but 
to many. From the business he set 
up then, Bert Whitaker has since been 
realizing a steady income, but that 
isn’t all. The idea has been worth 
about $3,000 a year directly —and 
indirectly no doubt a great deal more — 
to the Poweshiek County National 
Bank of Grinnell. At the same time 
it has boosted the incomes of literally 
hundreds of farmers in the surround- 
ing community, and administered a 
greatly needed stimulant to the retail 
business of Grinnell. 

What Bert Whitaker did, with the 
co-operation of his bank was to estab- 
lish a dependable local market in 
which fair prices could be realized 
for live stock which was not ready for 
the packer markets. As manager of 
the co-operative, he was being called 
upon frequently to ship animals that 
were not ready —light shotes, breeding 
ewes, cattle of the “‘stocker’ type. 
The cash return in such cases was uni- 
formly unsatisfactory to the shipper, 
and usually a good deal under the 
prices which neighboring farmers might 
willingly have paid had they known 
the property was for sale. 

More often than not, the bank was 


IH sxe. years ago, when the depres- 


third prize ($250) went to Miss Clara 
Addenbrook, stenographer in the real 
estate loan department of the same 
bank; and much to the amazement of 
all was the discovery that one of their 
associates, Mrs. J. J. Lucas, clerk in 
the comptroller’s department of their 
bank, had won one of the fifteen $10 
prizes. And, on further investigation, 
imagine the combined surprise of 
these three who learned that a former 
associate in their bank, Miss Sally 
Sabow, now employed by the Inter- 
lakes Mortgage Company, with offices 


The Poweshiek County National Bank, Grinnell, Iowa, co-operated in the establishment 
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in the main office building of Central 
National Bank, had been awarded the 
second prize of $500. 

While interest in this “bank” end 
of prize winning won page one position 
in the newspaper reports, those who 
sponsored the contest centered atten- 
tion on the statistical features which, 
they say, provide them with the 


nearest check-up on how many persons 
actually studied their window displays 
and could not help but gain some 
information on the facts of the goods 
or services thus advertised. 





nek. 


of a weekly live stock auction 


an interested party in these cases. 
Bankers will remember, along with 
their debtors, the liquidation of un- 
finished live stock on a market which 
was weak enough on the best finished 
animals. Returns were chronically 
insufficient to pay off the chattel 
mortgage or liquidate the loan. 


ERT Whitaker saw what it was the 

situation lacked: a convenient place 
at which local buyers and local sellers 
could be brought together and fair 
prices established on the property 
available for sale. It needed to be 
an open, competitive market, with 
plenty of sellers and plenty of buyers. 
And what device could be better calcu- 


lated to fulfill all these needs than the 
traditional auction method? Bert 
decided to have a try at setting up 
such a market in Grinnell. He took 
the idea to his banker for counsel. 
Vice-president Carl Child of the 
Poweshiek County National, with 
many years experience at clerking 
farm sales, was an immediate convert 
to the plan. He promised the co- 
operation of the bank, and Bert, 
without further ado, leased an old 
feed stable which in the horse-and- 
buggy era had been utilized as a 
“parking lot’ for farmers’ teams on 
shopping days. In the open sheds 
adjoining, he constructed stock pens 
and a rude sales ring. (See page 22) 
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The Why and How 


of BANKING Costs 


Transactions involving 

nny savings banks cost 
our times as much as 
ordinary transactions 


II. 
What Cost Figures Will Show 


O arrive al accurate cost figures 
it is necessary to build these up 
from their component elements. 
There is no royal road to cost figures. 
Like a problem in geometry, they 
must be worked out step by step until 
finally the answer is arrived at and 
proved beyond all doubt. They differ 
from some mathematical exercises in 
that they necessarily involve some 
approximations. The rule which we 
follow in choosing between absolute 
accuracy and reasonable approxima- 
tion is one of common sense. “‘Is it 
worth the cost of getting the slight 
added accuracy?” we ask ourselves at 
each step. If the cost of getting 
absolute accuracy is small, then abso- 
lute accuracy is decided for. If the 
possibility of wide error exists in- 
herently in an approximation, then we 
decide upon absolute mathematical 
accuracy. But if the cost of getting 
it absolute is so great as to outweigh 
the advantages, then we compromise 
on as accurate an approximation as 
we can reasonably obtain. 
* “The Why and How of Banking Costs’’ by Lyall 


Barnhart, Tue BurrovcHs CLEARING Houses, Nov- 
ember, 1936, page 14. 


The goal toward which we set out 
originally was to learn our costs on 
handling items. Since there are various 
kinds of items and transactions, these 
figures must be built up in each in- 
stance from the several components 
entering in. The next step in our 
procedure is therefore to take the 
figures, as we shall see, and distribute 
them to the places where they belong. 
In our annual computation of item 
costs this is known as Schedule I. 
In it we prorate deposit costs to 
activity. 

An instance of this was cited in the 
previous article* on our method of 
cost accounting. The total direct 
expense of our bank’s bookkeeping 
department in 1935 was $37,764.49 — 
this was mathematically arrived at by 
such component figures as_ salaries, 
supplies, rent, supper money, and the 
like. The total indirect expense of 
the department involved some rather 
accurate measurements and some ap- 
proximations, and totaled $2,535.06, 
or less than 7 per cent of the direct 
expense. If, in this indirect expense, 
there were an error of 10 per cent — 
actually it-was much closer than this — 


by 


LYALL BARNHART 


Comptroller, The First National Bank and Trust Company 
of Oklahoma City, Oklahoma City, Oklahoma 


... Wherein the plan is developed to 
the point of, first, revealing the 
bank’s per item costs, and, second, 
supplying a breakdown of the costs 
of carrying on the banking function 


the effect upon the final accuracy of 
our bookkeeping department item 
costs would be less than 1 per cent. 

In the preceding article we have 
followed the cost procedure through 
its first stages in a typical banking 
department, bookkeeping. We have 
arrived at the number of dollars of 
cost incurred in the bookkeeping de- 
partment for each of three classes of 
items, each of these figured at a cost 
of .011043 per item. These are: 





“On Us” Deposits ......... $ 5,992.63 
» «| 33,781.65 
Cash Collections .......... 525.27 
Total operating cost of Bookkeeping % 

eee a $40,299.55 


We have seen exactly how the 
bookkeeping department figures are 
made up, and carried through the several 
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Assistant Auditor Baker handles the 
monthly take-offs from the expense ledger 
in less than two hours 
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Sohedule I 
O a 
On Us On Us On Us Qn Us Cashier's Coliec- Currency Savings New 
Commer - Commer Country Country Return Checks tion and Account Commer- 
chal ciel Bank Transit Clearing Cash Ites and Trans- Silver Trans- cial 
Department  ..__ Checks ____—- Depogits Checks Je pork ¢ Checks <1 phe) 2 o} De pos 3 tex on sso 
Analysis 4,625.64 1,541.88 6,167.52 
Bookkeeping 53,781.68 g $,992.63 $25.27 40,299.55 
Central 
Teller 3,268.19 487.69 263.29 138.56 7,060.70 3,339.74 3,372.40 292.49 18, 023,06 
Clearing 6,915.28 $,915.28 
Collection 13,607.35 13,607.35 
Cash Items 9,922.21 9,912.21 
Country Bank¢ §,494.38 2,332.99 7,827.17 
Exchange 3,621.08 1,153.30 4,774.38 
New Accounts 3,306.19 3,306.19 
Paying & 
Receiving 25,944.06 15,513.62 863.73 6,733.58 49,032.99 
Returned 
Item 4,814.68 4,814.68 
Sevings 11,517.16 11,617.15 
Statement 7,038.59 7,038.59 
* Transit 20,380.02 20,330.02 
Contact 
Officers 1,604.10 1,604.10 
Overhead 2,482.44 2,482.44 
TOTALS 72,484.93 26.019, LLG Leis BT LE Wiese LN Le es 86 )©6=©6|L Sees 86 le seee 
COMPUTATION OF “PEK ITEM" costs 
A258 
Figure used in 
Account Analysis 
[tems end Transactions Humber Handled Total Cost Rer_Iton Cost During 2935 
“On Us" Commercial Checks 3,102,640 $72,484.93 $ .02336 $ .03 
“On Us" Commercial Deposits $42,665 26,619.68 -04905 os 
"On Us" Country Bank Checks 256,504 _ 8,757.47 O2246 o3 
"On Us* Country Bank Deposits 108,919 4,877.16 04478 O65 
Transit Checks $, $80,758 27,390.71 00491 Qi 
Clearing Checks 2,639,737 2,255.02 00351 o1 
Cash Items 724,049 13,603.88 01879 02 
Returned Item Charges 68,247 4,834.68 07955 +210 
Cashier's Checks and Drafts 59,236 3,621.08 06113 10 
Collection Transactions 37,786 14,760.65 39064 +50 
Amount of Currency # Silver Deposited $3,159 ,480.00 7,004.07 -21779 per $1,000.00 +30 
C) Savings Account Transactions 122,432 13,827.16 09407 
New Commercial Accounts opened 2,944 4,910.29 2.66788 
TOTAL Hs 
CEASED S PS RE P OI E BIEL 5 5 ATOR A 








All costs which have a bearing on activity find their way once a year to this report. 


stages to yield the dollar figures of 
the table just above. Let me remind 
you that despite the fact that it took 
us a full-length article to describe the 
process step by step, the actual 
gathering of these facts and the 
computations can be handled so easily 
that in our bank it costs us nothing 
to get our costs. The same sorts of 
costs are gathered in each department, 
and all such costs which have a bear- 
ing on activity eventually find their 
way, once a year, to Schedule I. 

In this schedule we have lines carry- 
ing department names, and columns 
headed by the various kinds of items: 
On Us Commercial Checks; On Us 
Commercial Deposits; On Us Country 
| Bank Checks; On Us Country Bank 
| Deposits; Transit Checks; Clearing 
Checks; Cash Items; Returned Item 
Charges; Cashier’s Checks and Drafts; 





The general bookkeeper, who posts the 
expense distribution from the expense 
tickets 





Collection Transactions; Currency and 
Silver Deposited; Savings Account 
Transactions; New Commercial Ac- 
counts. 

The three figures in dollars which 
we have arrived at in the bookkeeping 
department are accordingly entered 
in Schedule I, on the line marked 
“Bookkeeping,” distributed to the 
three kinds of items handled in this 
department. Under “On Us Com- 
mercial Checks” is entered $33,781.65; 
“On Us Commercial Deposits” $5,- 
992.63; “Cash Items” $525.27. This 
is the point at which the bookkeeping 
department figures lose their identity 
and are merged with the other figures 
which go to make up an individual 
item cost. 

Let us now, as a typical example, 
switch our attention to the make-up of 
costs for On Us Commercial Checks. 


It shows the bank’s per item costs 


is a special case differing somewhat in 
its basic philosophy from strictly de- 
partmental costs. But now, while we 
have the total dollar figure for On Us 
Commercial Checks, let us follow this 
through to the individual item cost. 
Still on Schedule I, we have the 
computation of per item costs. For 
On Us Commercial Checks it goes as 
follows: 


a. Number handled 
eS. es $72,484.93 


c. Per Item Cost (b+a) ..... 02336 
d. Figure used in Account 
Analysis during 1935 .... . .03 


The procedure for each class of 
item is identical, although of course 
the figures and the departments con- 
tributing to each item cost vary with 
circumstances. Here is a tabulation 
of 1935 results: 


Remember that figures for CENT te Per Item 
departments contributing to the han- ; 
dling of these items have been made 0" Us Conmercial Checks . . . . $ .02336 $.03 
= iS? a On Us Commercial Deposits . . . 04905 = .05 

up in the other departments where On Us Country Bank Checks . . . 02245 = .03 
they are handled. 1 his ; column is QnUs Country Bank Deposits . . .04478  .05 
therefore made up (ignoring depart-  TransitChecks .-........ 00491 01 
ments which have no finger in this eee = ee peeved Po 
‘lass of item) as follows: ash items... .......-. : . 
wanna ) Returned Item Charges .... . 07055 = .10 
Bookkeeping <«.. . . 2.6 sss es $33,781.65 Cashier's Checks and Drafts . . . 06113 = .10 
Central Teller (Distribution)... . . 3,268.19 Collection Transactions ..... 39064 ~=—««50 
Paying and Receiving... .... . 25,944.06 Amt. of Currency & Silver Depos’d .21779* .30 
Statement ............. Lp Savings Account Transactions . 09407 
Overhead ©... 27 ee 24 sah New Commercial Accounts Opened _1.66789 

eS, er a ee er $72,484.93 + Figure Used in Account Analysis During 1935 


A little further along we shall take 
up the computation of overhead, which 


* Per $1,000.00 


The method employed in arriving 
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at costs of our operating departments 
should by this stage be entirely clear 
to the reader who has followed this 


article in its text and illustrations. 
Likewise the method employed in 
reducing these departmental costs, 


first to those banking departments 
which are served by service depart- 
ments and hence must absorb the costs 
of the service departments, and finally 
to per item costs —which are what we 
started out to obtain. If you have 
before you the preceding article of 
this series and will turn to the expense 
ticket there reproduced on page 14, 
you will see for yourself the forty-two 
departmental headings into which we 
charge all of our expense as the first 
stage in this process. If you have not 
the previous article before you, it is 
enough to say that the first thirty-five 
items on this distribution table are 
either operating departments of bank- 
ing nature or else of service nature. 
The items numbered from thirty-six 
through forty-two are, however, of a 
less tangible sort, and require special 
consideration in any detailed explana- 
tion of our cost system. 

These seven departments are listed 
as follows: 

36. _Loan Officers. 

37. Executive Officers. 


38. Contact Officers. 
39. Invested Capital. 
40. General Overhead. 


41. Conversion. 
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Loan Officers departmental expense 
are arrived at in the same general 
fashion as was that of our detailed 
case study, the bookkeeping depart- 
ment. Against this department are 
charged the salaries of the loan officers, 
janitor service, lights, rent according 
to space occupied plus an allotment 
of their estimated share of the lobby 
space —incidentally, we charge to tel- 
lers departments the strip twenty feet 
wide around the lobby adjacent to the 
windows, since this is distinctly re- 
served to window customers. In addi- 
tion to all of the direct expenses of 
the sort mentioned above, Loaning 
Officers is also charged with its share 
of indirect expense such as general 
files, mail, stenographic, and so forth, 
along lines identical with those used 
in allotting these charges to book- 
keeping in the case we have already 
studied. 


UT, now that we have arrived at 

the fact that loaning officers cost us 
something above $60,000, what shall 
we do with this information? Well, 
that must depend in any bank upon 
the duties of the loan officers and the 
good judgment of the man who decides 
how to allot costs. In our bank, a 
few studies have indicated that our 
loan officers spend about four-fifths of 
their time on loaning, investment 
administration, and similar functions. 
This function, which converts deposit 


-other one-fifth of their time, our loan 


officers devote to new business and 
general administration, which by our 
definition is part of ‘Overhead.’ 
Therefore, we distribute Loan Officers 
Department 80 per cent to Conversion, 
20 per cent to Overhead Cost. 

Executive Officers is with us a small 
department, consisting of the president 
and the comptroller. Its expenses are 
computed in the conventional manner. 
It is prorated, on the assumption of 
more time spent in general adminis- 
tration, 60 per cent to Conversion, 
40 per cent to Overhead. 

Contact Officers are our rail men. 
Several of these men also have direct 
responsibility for operating depart- 
ments, so their salaries are divided 
accordingly. Expense which finally 
finds its way into the Contact Officers 
department is worked out in the 
conventional manner, including in- 
direct expense. Then the total is 
divided, by our best knowledge of 
how contact officers spend their time, 
10 per cent to New Commercial 
Account Cost and 90 per cent to Over- 
head (general customer service). 


CERTAIN other expenses which are a 

normal part of a bank’s budget are 
clearly not concerned with giving 
better service to customers, but are 
concerned purely with the interests of 
the stockholders. The line between 
the two may be most clearly indicated, 

















42. Depository Bonds. funds into earning assets, we have it seems, by example rather than 
Che items which go to make up the arbitrarily named “Conversion.” The definition. Obviously any (See page 24) 
Scnedule H 
Proration 
Detailed Non-Banking 
Under Deposit Department Conversion Overhead Capital 
ule _N Depertment Costs _ Costs Costs Costs___ Costs _ Tote) 
10 Analysis $ 6,167.52 $ 6,167.52 
il Bond $ 20,797.96 20,797.96 
12 Bookkeeping 40,299.55 40,299.55 
13 Car Note $ 7,057.77 7,057.77 
14 Central Teller 16,023.06 18,023.06 
15 Clearing §,915.28 §,915.28 
16 Collection 13,607.35 13,607.35 
17 Cash Item 9,912.21 9,912.21 
18 Country Bank 7,827.17 7,627.17 
19 Credit §, 407.33 $,407.33 
20 Discount 19,272.74 19,272.74 
O 21 Exchange 4,774.38 4,774.36 
22 New Businese é 114.34 714.34 
23 New Account 3,306.19 3,306.19 
24 Paying & Receiving 49,032.99 49,032.99 
25 Personal Loan 11,439.26 11,439.26 
26 Police & Porters 8,214.62 8,214.62 
27 Return Item 4,814.68 4,814.68 
28 Safe Deposit 17,055.89 17,055.89 
29 Sevinge 11,517.35 11,517.35 
30 Securities 6,884.64 6,884.64 
31 Statement 7,028.59 7,038.59 
32 Transit 20,330.01 20,330.01 
33 Trust > 40,086.45 40,086.45 
34 Lean Officers . 48,616.46 12,154.12 60,770.58 
35 Executive Officers ‘ 32,129.33 21,419.55 53, 548.88 
36 Contact Officers 1,604.10 14,436.87 16,040.97 
37 Convereion £2,219.56 22,219.56 
38 Fenner-Beane Lease $ 3,396.31 3,396.31 
© » Hales Bldg. Lease 13,066.01 13,066.01 
40 Americen-First Trust Co. 11,681.92 11,651.92 
41 Generel Overhead 2,452.44 120,729.82 166,210.87 
TOTALS §206, G2z - 67 $77,940.30 $255, 027,09 $177,669.32 $04,250.25 $672,509.62 




















The final proration of operating expense is to divisions representing the bank’s five basic functions 
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It is easy to say, ‘‘The public must be educated to understand what the trust companies are doing "’ 











| trustee ? 

| 

| HO is or are the public? The 
people are the public. What is 


acorporation? A legal creation 
which owes its being, entity, existence, 
as well as its powers, rights and privi- 
leges to the will of the people, the 
only source of sovereignty recognized 
in America. It naturally follows that 
the people have a right to expect a 
corporation to fulfill the useful pur- 
| Poses of service to the people for 
| which it was created. 
| And what may the people reason- 
ably expect of corporations chartered 
to act as trustees, as corporate fiduci- 
aries? The people expect the fiduciary 
corporation: to carry on its work and 
business in the public interest, never 
to exploit the public; to be a faithful, 
true trustee for persons who appoint 
it to that office; to use its granted 
Powers to serve well as many of the 
people as possible; to make reasonable, 
legitimate profits in order that it may 
be strong to render the service for 
Which it was created; to render better, 








by 
EDWIN BIRD WILSON 


President, Edwin Bird Wilson, Inc., 
New York, N. Y. 


more intelligent, more faithful, more 
honorable trusteeship service than is 
expected of an individual appointed 
by a testator or by a court, because 
the fiduciary corporation was chartered 
primarily for that purpose; to exercise 
better judgment in the investment of 
trust funds taan may: be expected of 
an individual without comparable ex- 
perience, facilities and sources of in- 
formation; to avoid the temptation to 
invest for trusts in securities in which 
said corporation has a financial stake; 
to lean backward in avoidance of 
business which would impair its im- 
partiality; to exercise the same quality 
of care in managing small estates and 
trusts as in large estates, where 


lhe Public Relations 


Or lRrust SERVICE 


What can the public reasonably expect from the corporate 
Can the trust company fulfill these expectations ? 


sophistication of makers and , bene- 
ficiaries is likely to be greater. 

“Great expectations?” But justi- 
fiable expectations when we give due 
consideration to the basic purposes of 
the public trustee and its grants from 
the people. Idealism? Yes, but 
practicable idealism, not unattain- 
able. In fact, that ideal already has 
been attained to a large degree, as 
shown by the record of fiduciary cor- 
porations viewed as a whole. In spite 
of assaults of depression and lures of 
false prosperity from without and 
human frailties within, the corporate 
fiduciaries, as’ a whole, have come 
through years of working and striving 
toward an ideal of fidelity to com- 
mitted trusts, with a record command- 
ing the people’s confidence. 

What of the future? Let us look 
back just long enough to find a lesson 
in the past. It may be conducive to 
clear thinking to consider what has 
happened to some other kinds of 
American corporations. It is not 





20 


necessary to name an example. The 
people’s representatives chartered these 
other corporations primarily and, by 
implication, to furnish goods or services 
during their existence in accordance 
with the business and customs of the 
people. So long as they devoted their 
energies to supplying ever better-and- 
better service to the nation, they 
flourished. When they undertook de- 
tours into other fields, encouraged and 
participated in unfair practices, lost 
sight of the primary object of their 
existence, fell behind in their implied 
obligations, they began to suffer. 
They became targets of hostile legisla- 
tion, because the people were not 
with them. 

Foresight would have resulted in 
avoidance of an alienated public, loss 
of business, deficits, impaired credit. 
It would have paid these corporations 
handsomely to have informed the 
public fully and continuously of their 
activities and thus to have obtained 
the corrective disciplines of public 
reactions all along the way. 
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On the other hand consider the 
telephone system of America. With 
admirable foresight, the management 
was consistently anticipating the needs 
of the people, always realizing the 
progress of business and the changing 
of American habits. Although a 
natural monopoly, the telephone did 
not ignore the attitude of the public. 
It constantly strove to give the people 
not only what they wanted, but im- 
provements of which they had never 
even dreamed. The telephone found 
ways to join with other forms 
of communication — telegraph, wireless, 
radio, television—to render to the 
people an ever increasing measure of 
service, political, economic and social. 
Today the telephone enjoys an astound- 
ing measure of public good will, be- 
cause it worked to please and serve 
the public and continually informed 
the public respecting its activities. 

Our purpose is to point out the 
present opportunity for fiduciary cor- 
porations to enjoy a maximum of 
public confidence through the maxi- 


mum of service to the public. The 
corporate fiduciary has justly earned 
a large degree of popular respect, 
confidence and friendship. How can 
it hold and increase that priceless 
asset? 

It is easy to say, ““The public must 
be educated to understand what the 
trust companies are doing.” I hear 
that whenever I attend a conference 
or convention of bankers and trust 
men, and I hear it frequently in 
private conversations. But let us 
examine it. “The public must be 
educated...” There still is consider- 
able illiteracy in these United States, 
but not so much as to fool the majority 
on fundamentals which are near to 
the hearts of human beings. Men and 
women who cannot even read and 
write, often know full well the dif- 
ference between what they want and 
what they do not want. 

In many successful lines of business, 
one hears very little about “‘educating 
the public.” These businesses seem 
to assume, for business (See page 26) 








WHAT'S Wew IN BOOKLETS? 


They’re listed below, carefully selected by the editors, as being of the most 
value to bank officers in keeping posted. They are all published by nationally- 
known institutions, and offered without charge on request on your letterhead. 
New York Stock Exchange— Here, in an attractive book- 


let, you see the New York Stock Exchange as a great market 
place, buying and selling securities for banks, insurance com- 


prepared in the nature of a survey on such phases of the 
subject as the methods employed, the extent of the traffic, 





the market for stolen stamps, and mailing department pro- 


panies, and investors generally. It is a booklet of particular cedure. It is illustrated with a number of exhibits. 


interest to bank officers, prepared to explain the functions and 
operations of the exchange, and to present an outline of its 
history. It contains 40 pages and is tastefully illustrated. 


Bank Bond Buying—In a readable manner, this booklet 
analyzes some of the investment problems facing the average 
commercial bank in the present era of low interest rates. It 
suggests an ideal distribution of funds for the bond portfolio, 
and includes a practical method of grading obligations. 
Sixteen pages. | 

Air Mail Collections—This is an unusually interesting 
booklet just issued by the American Trust Company, San _ | 
Francisco, about its transit, collection, and foreign banking | 
services. The booklet, which contains 16 pages and cover, is | 
both pleasingly designed and illustrated. It is offered to bank 
executives. 


Booklets Still Available 


Style Book of Checks for Customers—This is made up 
as a sample book suitable for showing to customers. It con- 
tains a wide variety of check styles and colors, in pages of 
three checks each from actual printings, displayed in a special, 
refillable type, ring binder. It is offered to executive officers 
and department heads in charge of supplying checks to 


Steamer Sailings—This is a monthly publication offered 
to bank officers requiring definite information on travel. It 
covers cruises, European sailings, Havana sailings, Bermuda 
sailings, California sailings, Central and South American 
sailings, Pacific Ocean sailings, steamers and tonnages, piers, 
and foreign consulates. 





Investment Service Releases 


Investment Bonds—A current analysis and forecast of 
the bond market by an impartial financial service. This 
includes some 150 bonds divided into two groups; investment 
bonds, and business men’s investment bonds. It also includes 
a statistical summary and recommendations. Eight pages. 


Where Are You Looking for Larger Bank Earn- 
ings?—An interesting account of the bond supervisory 
service for banks extended by one of the largest investment 
and statistical organizations. Sixteen pages. 





How to Invest $2,000—A well-written and unusually 
interesting booklet on investment in common stocks. It in- 


| cludes a comprehensive study of individual stocks, a consid- 


customers. | eration of their desirability for certain types of portfolios, and 
A New Plan of Life—Pointing the way to the benefits of | a study of the investment position of the market today. The 
: : : - | booklet contains 115 pages. 
accumulated savings, this booklet will be of interest to many 
bank people. It is published by a nationally-known invest- 


United Opinion Reports on Stocks and Business—A 
specialized investment service, which presents the combined 
opinion of all recognized investment authorities on stocks and 
business, offers to send its service for one month without 
obligation to bank officers or directors. 


ment association and describes the purchase of investment | 
contracts on easy payments. It is well-illustrated andcontains | 
16 pages. | 

The Traffic in Stolen Stamps—A 32-page booklet | 


Address, The Editor, The 


Burroughs Clearing House 
SECOND BOULEVARD AND BURROUGHS AVENUE 


DETROIT, MICHIGAN 
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Court DecIsIons ... 


A ruling on cumulative recovery on fidelity bonds... The standing of 
suits against the government... When an officer’s personal acts may 
involve the bank... Possibility of issue as applied to the estate tax 


Fidelity Bond 


An employee of a bank misappropri- 
ated funds in excess of $9,500 during 
the period beginning December 3 and 
expiring the following August 28, 
and further misappropriated funds in 
excess of $9,500 during the subsequent 
year beginning August 28 and ending 
August 28 following. 

The bonding company which had 
written the fidelity bond on this em- 
ployee contended that the coverage 
was non-cumulative and that, there- 
fore, its liability was restricted to a 
total of approximately $9,500. The 
bank maintained that the bonding 
company had undertaken to insure the 
employee’s fidelity for two separate 
terms, that the contracts were separate 
and distinct, and that the liability 
was cumulative. 

Ruling in favor of the bank, the 
court said: 

“Neither the bond nor the schedules 
attached to it contain any statement 
that the liability was to be non- 
cumulative. We conclude that the 
parties meant the fidelity of the em- 
ployee to be insured from December 3 
to August 28 and then again from 
August 28 to the August 28 following. 
We are the more persuaded to this 
view by the improbability that a 
practical business concern, such as 
the bank, would pay one company 


by 


CHARLES R. 
ROSENBERG, JR. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


two premiums for a single right of 
recovery if it could by payment of 
the same sum to two separate insur- 
ance carriers procure recoverable in- 
surance for two periods.” (Standard 
Accident Insurance Company vs. Col- 
lingdale State Bank, 85 Federal Re- 
porter, Second Series, 375.) 


Suits Against Government 


Banks and other litigants against 
the government of the United States 
and its various agencies are assured 
in a recent pronouncement by the 
United States Court of Appeals for 
the District of Columbia that they 
have just as much standing before the 
courts as the government. Here is 
the way the court puts it: 

“The government of the United 
States as a litigant has no greater 
rights than the humblest citizen. 
While we recognize the difficulty 
which confronts the Department of 
Justice in conducting the vast amount 
of litigation in which the various 


agencies of the government have 
become involved, as well as the duties 
of the courts to be indulgent where 
possible in the public interest, yet the 
rights of the citizen are not to be 
overlooked. He is entitled to be 
heard in the courts in defense of his 
rights, if he honestly believes that 
they have been invaded to his damage, 
even by an agency of the government. 
These rights may not be disregarded, 
to the damage of the litigant, because 
of any question of mere governmental 
convenience or public interest, and 
the discretion of the court should not 
be swayed by any of these considera- 
tions so as to deprive the litigant of 
his day in court and a prompt and 
speedy trial.” (North American Com- 
pany vs. Landis, 85 Federal Reporter, 
Second Series, 398.) 


Involving The Bank 


That a bank may be bound by the 
knowledge and actions of one of its 
officers even when that officer acts in 
a capacity adverse to the bank, is 
made clear in a recent decision in a 
New York case before the United 
States Circuit Court of Appeals for 
the second circuit. 

There, it appeared, the president of 
a bank obtained from a third party, 
by fraud, certain securities which it was 
understood the president (See page 23) 
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(From page 7) substantial profit today 
is to devise ways for making soundly 
attractive just as many loans as he 
can, instead of applying arbitrary 
tests and then rejecting every loan 
which does not measure up. Ingenuity 
applied to many a_ shaky-looking 
application can transform this into a 
loan which any banker, even the most 
conservative, would cheerfully make. 


AN able, aggressive country banker 
“ * of our neighborhood says that in his 
opinion a smart country banker will 
see that none of his worthy borrowers 
obtain their credit from any of the 
sources of federal or federally backed 
lending. It is his belief, which my own 
experience in five Central States backs 
up, that the commercial banking ma- 
chinery is entirely adequate to care for 
most of the legitimate credit needs of 
the farmer, particularly in the crop 
production field. Which does not mean 
that either this country banker or 
most other thoughtful bankers feel that 
the government is doing us a great 
disservice by competing. It is the 
belief of bankers of experience that any 
banker worthy of his position can 
compete in today’s money market and 
beat all of this type of competition. 
Government influence in the field of 
private lending will be halted, in the 
opinion of many bankers who have 
given the subject much thought, only 
after it is generally acknowledged that 
there is no need for its participation. 
The banker, particularly the country 
banker, has a real opportunity to halt 
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The Quest for Loans 


its progress on a non-emotional purely 
business appeal: 

—by assuming a more aggressive 
attitude in obtaining loans; 

—by lowering interest rates to meet 
the competition of government 
agencies; 

—by providing a quality of credit to 
meet the farmers’ needs, including 
a plan of payment commensurate 
with the borrower’s ability to 
repay. 

Those of the bankers who object to 
the government’s favored position as 
to taxes, costs, and low interest rates, 
sometimes forget that interest rates 
formerly charged in the rural regions 
were based on the premise that the 
borrowers paid the entire income of the 
bank, including both expenses and 
profits. Now interest on time deposits 
has been reduced. Service charges have 
been installed, adding large slices of 
income. It seems only fair that banks 
should give borrowers the benefit of 
rates lowered accordingly. And the 
question of fairness need not, if you 
prefer, enter here; unless we charge 
lower rates, we shall not get the loan 
business. 

There is still a surprising volume of 
acceptable credit to be had in any 
community. We have been forcefully 
reminded of this rather recently. A 
man stepped up to a loaning officer’s 
desk in our bank a few weeks ago. He 
has an outlying neighborhood grocery 
store, and has carried an account with 
us for several years. He had read 
excerpts from a speech, as reported in 


the local papers, and came in to see 
whether we really meant what we said. 
His approach was, “I don’t suppose 
you would loan me $300, would you?” 
By the time he had helped to figure 
out his net worth and his income, the 
bank was very glad to make the loan, 
small as it is. His only current debt 
was $300 to a loan company, on which 
he was paying at the rate of 36 per cent 
interest per annum. Since then, several 
similar cases have arisen. To be sure, 
there is no juicy profit for a city bank 
in $300 loans. But there is a substan- 
tial volume of these to be had, and a 
lot of them can usually be absorbed 
without increasing costs appreciably. 

Yes, good loans are scarce. But, 
without for an instant relaxing our 
standards or taking any non-banking 
risks, our bank during the past year 
has increased its loans one hundred per 
cent. 

These loans have come in two ways. 
We have gone aggressively after every 
good borrower we could find, particu- 
larly if he was getting his money from 
another city. We have held down our 
interest rates to reasonable levels, with 
full consideration for the money 
market, although we have not know- 
ingly undercut any other local bank. 
The combination, going after loans 
and not overcharging the borrower, is 
enough to do the trick and to produce 
a substantial increase in income, both 
gross and net. If you do not believe it, 
just give it a fair trial for a few months, 
and then you will see its truth from 
your own experience. 


Banks Profit From Local Enterprise 


(From page 15) He then began to propose 
the listing of unfinished live stock for 
sale at auction instead of shipment. 
Some owners were dubious, some re- 
fused flatly to take the chance, but 
there was a representative offering 
when sale day rolled around. 

Two weeks later, the experiment 
was repeated, with a larger crowd in 
attendance and, needless to say, more 
stock for sale, than before. 

The tacit partnership which Bert 
Whitaker and Carl Child formed that 
day in the bank has since been a source 
of steady, dependable profit to both. 
From its modest beginnings, the com- 
munity sale business has grown into a 
gross volume of better than half a 
million dollars a year. Thesaleisnowa 
regular weekly event, with an occa- 
sional doubling up of that schedule in 
busy seasons. During the past year, 
the smallest sale ran a little over 
$3,500; the largest ran close to $25,000. 


Friday is auction day. I just talked 
to Mr. Child, who was working on the 
books of this week’s sale. At the 
opening of the auction at noon, he 
had one helper. When the bank closed 
at three, Cashier Kinsey joined the 
clerking force, and all three were busy 
at the pavilion until nine at night, 
finishing the sale and making settle- 
ments. And this was only a $14,000 
sale; the big day was almost double 
that figure! 


HAT word “pavilion” is no misno- 

mer. The business long ago outgrew 
the old feed barn, and Mr. Whitaker 
has erected an elaborate sale plant at 
the edge of town. The capacious sale 
room contains the ring, with surround- 
ing bleachers to seat several hundred 
bidders. The original stock pens were 
enclosed under the same roof, but later 
extensions have doubled the pen 
capacity. At yesterday’s sale, which 


was not far from average, nearly a 
thousand head of stock went through 
the ring. When it is remembered that 
all these animals must be numbered, 
run smoothly through the ring with- 
out keeping auctioneers or bidders 
waiting, weighed up and delivered to 
the proper buyers at the loading 
chute, it will be realized that the busi- 
ness requires a corps of experienced 
and capable stock handlers. 

The charge to owners for handling 
and selling is 3 per cent of the gross 
price received for live stock, plus a 
few cents for insurance; on other 
property, the selling fee is 5 per cent. 
The auctioneers divided 1 per cent, 
and the bank gets one-half of 1 per 
cent for clerking; the remainder goes 
to Mr. Whitaker as management fee. 

At first thought, one-half of 1 per 
cent sounds a bit low for clerking a 
‘combination sale,”’ at which property 
belonging to numerous __ individual 
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owners is offered. This situation 
obviously doubles the clerk’s task, as 
he must maintain two records on each 
transaction instead of only one. In 
addition to that, all live stock save 
horses and breeding animals, is sold 
by weight, and the clerk has the 
added responsibility of keeping scale 
tickets properly assorted and comput- 
ing prices for final entry on his book. 

However, there are important con- 
siderations on the other side which 
enable the Grinnell bank to regard 
itself as adequately reimbursed for its 
work. In the first place, the sale busi- 
ness provides a steady, dependable 
income which in the course of a year 
constitutes a welcome contribution 
toward meeting the annual expense 
account. The sale account, active 
though it is, maintains a nice balance. 
And the disbursing of sale money is 
frequently a source of new business. 

As a matter of fact, the Poweshiek 
County National, in its hold upon this 
job, is apparently the envy of all the 
free-lance sale clerks in Grinnell. 
“They pester me half to death,” says 
Bert Whitaker. ‘“‘Why, I could hire 
clerks today —pretty good ones, too, 
I guess—at $10 a sale. But I’m not 
interested. I am going to stick to the 
bank. The prestige alone is worth 
the difference.” 


HE Grinnell community auction 

has been copied in numerous other 
live stock communities in Iowa and 
throughout the grain belt. Many of 
these are meeting with similar success. 
The primary requisite for success, of 
course, is capable and efficient manage- 
ment. Equally important is the loca- 
tion; they need to be situated in 
communities where the raising and 
feeding of live stock is a prominent 
phase of the farming enterprise. In 
southern Iowa, for example, where 
grazing is a farm specialty, there are 
perhaps half a dozen sale projects, 
operating with less elaborate plants 
than Whitaker’s, which are already 
outstripping Grinnell in volume of 
business. One of these, situated in 
Albia, Iowa, even antedates the Grin- 
nell project, and does a_ thriving 
business. 

Most of these were organized in the 
first place as an emergency measure, 
to facilitate distress liquidation of 
farm live stock. They have been of 
especial benefit in drought years, when 
lack of feed and water has necessitated 
the wholesale migration of stock from 
farm to farm and from county to 
county in the stricken areas. But 
they have long since outgrown their 
original function of providing an 
emergency stopgap against liquidation 
losses. They have proved their title 
to a permanent place in the agricultural 
marketing picture. 

The part played by pavilion sales in 
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stimulating retail business has already 
been suggested. Naturally, sale day 
at the pavilion is a big shopping day 
down town, as the farmers’ wives 
shop while their husbands are attend- 
ing the sale. 

It needs no emphasizing that the 
interests of the community sale and 
of the community’s banks touch at 
almost every point. Good business 
for the merchants brings good business 
to the banks. A dependable market 
for unfinished live stock greatly en- 
hances the security behind bank loans 
and provides a stability which these 
collateral values have lacked in the 
past. 


The community auction plan will 
not wholly replace the old-fashioned 
closing out sale on the farm —not 
immediately, at any rate. As a 
matter of fact, Mr. Child is of the 
opinion that the Grinnell sale business 
has made little or no difference in the 
number of ordinary farm auctions. 
If that is the case, the part played by 
the Grinnell community sale becomes 
even more impressive. It is keeping 
right in the community the profits 
and “cuts” on more than half a 
million dollars worth of business every 
year, instead of permitting those 
advantages and profits to be taken 
out of the community. 


In writing to advertisers please mention The Burroughs Clearing House 





24 


THE BURROUGHS CLEARING HOUSE—December, 1936 


Opinion on Farm Equipment Paper 


(From page 10) local loans of about 
$55,000. Of these, about $10,000 
is in paper arising out of farm machin- 
ery and equipment purchases, whether 
these are brought in by the dealer, 
referred by the dealer, or come direct 
from the farmer who is looking for a 
chance to circumvent excessive finance 
charges. 

J. A. Paul, Jr., cashier, points out 
that his bank’s policy is to make any 
such loans that it can obtain —if they 
are good. The bank works very 
closely with the local distributors of 
farm equipment, and encourages them 
to check with the bank in advance of 
sale rather than when the whole thing 
is closed. It has been this bank’s 
experience that one major basis of 
judging the advisability of such a 
loan is whether the farmer really needs 
the equipment. In every community 
there are usually some machinery 
cranks, men who will buy almost any- 
thing mechanical if they can get it 
on credit. Such cranks are dangerous 
from thecredit standpoint, since theyare 
usually better mechanics than farmers. 


Earl Cox, assistant cashier of the 
Whitewater Commercial and Savings 
Bank of Whitewater, Wisconsin, has 
had experience with farm machinery 
loans for just a little more than a year. 
During this period the bank has had 
no defaults on this type of paper. 
The bank has deposits of half a million 
dollars, commercial and barnyard loans 
totaling $125,000 or so, of which about 
$15,000 is in loans for machinery, 
made either direct to farmers or 
through purchasing customers’ notes 
from dealers. It has been this bank’s 
experience that this type of loaning 
brings in some worthwhile customers, 
and the expectation is that this class 
of deposits will increase as machinery 
loans stretch over a longer experience 
than they have yet had in this institu- 
tion. 


FROM this survey of the field, it 

may be safe to indicate the trends 
disclosed. These are not offered as 
conclusions based upon a conclusive 
survey, but rather as indicative —and 
probably rather typical. 


First, a substantial volume of loans, 
at a rate of yield attractively higher 
than can be obtained on other than 
local loans, is available to the banker 
who cultivates this field of farm 
machinery. 

Second, the banks which are having 
the best experience with this type of 
paper are those which are making the 
loans direct to the farmer who is 
entitled to them, depending upon an 
informal agreement with the dealer 
to help them get in the clear in the 
event of a default and repossession. 

Third, in view of the almost flaw- 
less collection experience so far en- 
countered, the rate of interest drawn 
by the note is adequate compensation 
to the bank for its risk and the use 
of its money. 

Fourth, the method contributes to 
the bank’s welfare in the development 
of new business and new customers. 
It contributes not only through the 
interest earnings but also through 
greater prosperity in the local com- 
munity, both business and agricul- 
tural. 


The Why and How of Banking Costs 


(From page 18) Operating work con- 
nected with checks and deposits is 
service to customers; likewise the 
general service rendered to customers 
by rail officers; service departments 
inside the bank which serve these 
other departments which directly serve 
the public. At the other extreme, ad- 
vertising is certainly desirable, but 
it has nothing to do with serving cus- 
tomers. Its purpose is, in the boldest 
statement, either to induce people to 
bring their money to us or else to 
keep those who have their money with 
us convinced that they should not 
change banks. Therefore we charge 
advertising, as one example, direct to 
Capital Costs. This account likewise 
is the eventual destination of a sub- 
stantial slice of general overhead ex- 
pense, as we shall see in the next 
paragraph. It is a final account in 
our cost accounting; that is, there is 
nothing further to do with anything 
once it gets charged to Capital Costs. 
This should be obvious, since an out- 
lay for the benefit of stockholders is 
basic, and constitutes final disposition 
of the money. 

General Overhead is a miscellaneous 
operating expense classification. All 
operating expense incurred that cannot 
be identified as belonging to a particu- 
lar banking operation under our set-up, 
vet a necessary expense in conducting 
the business as a whole, including 


expense of a non-banking nature, is 
prorated to General Overhead. Then 
General Overhead is prorated at the 
end of the year. Our total General 
Overhead for 1935 was $166,210.87. 
Of this, $2,452.44 was charged to 
deposit costs by reason of a special 
item involved of this amount. (This 
is blank check cost, which is a tough 
one to classify. So we put it in General 
Overhead temporarily and get rid of 
it at the end of the year in this fashion.) 
$43,028.61 of General Overhead went 
to Capital Costs. The remainder 
went into another final account, on a 
par with Capital Costs, which is called 
Overhead Costs. Into Overhead costs 
likewise went the costs of new business 
activity, police and porters, 20 per 
cent of Loan Officers Department, 40 
per cent of Executive Officers, 90 per 
cent of Contact Officers. 


[N our first-stage expense distribu- 

tion, no salaries go into Conversion. 
This department receives its share 
of those charges which are allotted by 
space occupied, such as janitors, rent; 
a proportion of directors fees; travel 
expense connected with loans and 
investments; legal fees arising out of 
conversion activities; and so on. In 
the final stage, this sum all goes into 
the final account known as Conversion 
Costs. So, likewise, do all of the 
expenses of our Car Note department, 


Credit department, Discount depart- 
ment, Personal Loan department, Se- 
curities department, plus 80 per cent 
of Loan Officers department and 40 
per cent of Executive Officers. 

Depository Bonds department was 
formerly an account for such incidental 
expense as arose out of securing public 
funds, but this has been discontinued 
and will be omitted from the next print- 
ing of our expense distribution tickets. 

We have so far followed this cost 
accounting system through the follow- 
ing stages: 

1. Distribution of direct expense 
to operating and service departments. 

2. Distribution of indirect expense 
to operating departments. 

3. Distribution of operating depart- 
ment expense to classes of items handled. 

4. Computation of Per Item Costs. 

We have likewise observed, in rather 
haphazard fashion, the handling of 
those nebulous “‘departments”’ such as 
loan officers, executive officers, con- 
tact officers, invested capital, general 
overhead, and conversion. We are 
now ready to consider one aspect 
which has been touched on in our 
explanation of these latter subjects, 
and which may very well have left 
the reader at this point somewhat 
confused. This is: 

5. Final Proration of Operating 
Expenses. 

In the previous article, it was 
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mentioned that our idea of one requisite 
of a sound cost system would involve 
some basic thinking about the com- 
ponent functions of a modern bank. 
In our institution, and in most others 
of our size or larger, there are assorted 
departments which are not really 
banking at all. These non-banking 
departments vary with different insti- 
tutions, from the tiny safe deposit 
department of a very small bank, up 
to and including all manner of depart- 
ments only vaguely related to banking 
in some of the largest metropolitan 
banks. With us there are three of 
these departments: Bond; Safe De- 
posit; and Trust. Taken together, 
these constitute one of our institution’s 
functions, which we call non-banking 
departments. 


LL told, we divide our institution 
into five basic functions: 


1. Deposits. 

2. Non-banking departments. 
3. Conversion. 

4. Overhead. 

5. Capital. 


Our final proration of operating 
expense is accordingly made by dis- 
tributing all these expenses to five 
accounts: 

1. Deposit Costs. 

2. Non-banking Department Costs. 
Conversion Costs. 

Overhead Costs. 

5. Capital Costs. 

When the reader comprehends this, 
he will perhaps understand more 
clearly what he read a few paragraphs 
back about our distribution of various 
of the intangible expenses. Every 
operating cost in our bank must 
eventually find its way into one of 
these five final cost accounts, so that 
we may know for what our money 
goes. This tabulation, in our annual 
report, is known as Schedule H. 

We have previously examined Sched- 
ule I, which is the proration of deposit 
costs to activity, and the computation 
of per item costs. Schedules H and I 
are the two goals toward which our 
cost accounting system has_ been 
driving. With them we know what 
each of thirteen kinds of items costs 
to handle, and how much of our 
expense is incurred by each of our 
five major functions in the bank. 
With this information gathered, we 
are ready at last to go ahead and make 
definite use of our facts. Facts, after 
all, are of no value unless and until 
they are put to work. But it is 
extremely difficult to make any sub- 
stantial progress in the improvement 
of operations and the reduction of 
operating costs until these facts are 
known. 

Let me once more point out, with 
all the emphasis of which I am capable, 
that despite the numerous forms and 
the many words required to explain 
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its working to the reader unfamiliar 
with the subject, this cost system of 
ours is extremely simple and costs 
little or nothing to maintain. The 
explanation has been made highly 
detailed, and stuffed full of examples, 
so that the banker who wishes to 
understand it may do so by a careful 
reading. But the actual working of 
this cost accounting system is in- 
finitely simpler than you would incline 
to believe after wading through so 
many pages of explanation and forms. 

The original entries originate just 
as any expense items must originate 
in any bank where expense is under 
control: They are made on tickets 
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which are first authorized by the man 
in authority over that expenditure, 
and after they are passed for payment 
and paid they go to the general book- 
keeper for posting to our expense 
ledger. This ledger has more pages 
than an old-fashioned expense register, 
but the labor of maintaining it is for 
all practical purposes no greater. Each 
day the department heads report their 
total items, and at the end of the 
month the auditing department passes 
along its total count of the various 
types of transactions. These are 
entered on a monthly report of which 
one copy comes to me and the other 
goes to the department head. This 
report compares the attained results 
with the budget figures —and no budget 
system is worth having unless there is 
some method of checking performance 
against quotas at frequent intervals. 
It is conservative to say that our 
monthly departmental reports, com- 
bining actual costs and budgeted costs, 
are not costing us anything extra to 
produce over what any form of monthly 
budget check-up would cost. 

At the end of the year, we run into 
our only really hard work in connection 
with cost accounting. This is when 
we prepare our annual report, con- 
solidating all of the previous cost 
figures of the year, comparing them 
with budgets, breaking them down, 
prorating them, and arriving at our 
final authoritative annual figures. To 


prepare our annual comptroller’s re- 
port keeps the auditing department 
burning some midnight oil for about a 
week each January. But not more 
than half of the annual report is cost 
accounting. The annual report is our 
summary of results of all kinds— 
yields, funds, gross and net earnings, 
all manner of facts which will be 
available to us through the coming 
year whenever some statistical or cost 
question may arise. 

Except, then, for some overtime 
work by the auditing force—most of 
this resulting from the non-cost fea- 
tures of our annual report—our cost 
accounting system costs us practically 
nothing in time or labor. We have no 
cost clerks, no special department to 
maintain these records. The records 
are made almost spontaneously, and 
gratis, once the system is set up. 

Space limitations forbid telling here 
the specific operating results and the 
cash savings which have come about 
through the use of this cost accounting 
routine. Suffice it that they have been 
substantial—so substantial that to 
cite them without backing them up 
with details might merely arouse the 
reader’s doubts as to their accuracy. 
They will, therefore, have to be de- 
ferred to our concluding article. 


(In an early issue Mr. Barnhart will give the 
practical results attained in his bank by applying to 
operating problems the cost data arrived at by the 
methods which he described in this—the second—and 
last month's, the first, article in this series —TnHe 
Epiror.) 


The Public Relations of Trust Service 


(From page 20) purposes at least, that 
the public is educated, that it knows 
what it wants. Automobile manu- 
facturers, faced with depression lows 
in the sales chart, set about to 
“educate,” not the public, but them- 
What do the people want? 
Not how can we “educate” the people 
to buy our old models? Said the 
motor makers: “Let us see how far 
we can go to give the people cars they 
will wish to buy and at prices within 
their reach.”” These great car makers 
went to the public. They did not ask 
the public to come to them. Un- 
doubtedly the leadership in recovery 
attained by the automobile industry 
was due to their deference to the 
people. 

Makers of kitchen equipment go to 
the housewives to learn from them 
what kind of things are needed or 
desired for reasons of convenience or 
appearance. By the time these manu- 
facturers have been “educated,” their 
market does not need to be “‘educated”’ 
very much. The goods speak for 
themselves. Great merchants con- 
tinually study the wants and wishes 


| of customers, having found it much 
' less expensive to provide goods the 
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people demand than to try to “edu- 
cate” the people to ask for goods 
which the merchant might prefer to 
sell. 

May we not be underestimating 
average understanding? It is really 
surprising when you talk to all sorts 
of people, outside of banking circles 
(you know I talk with people inside 
and outside, therefore hear quite a 
little about what the banks think of 
the people and what the people think 
of the banks), to learn how well the 
average man understands at least a 
few of the fundamentals. 


SUCH remarks as these, frequently 

made, indicate some degree of under- 
standing: ‘““The trust companies have 
done pretty well with trust funds, in 
view of the unprecedented conditions.” 
“My trust funds have fared better 
than my own personal investments.” 
“IT wouldn’t have that Blankety Blank 
Trust Company handling my estate. 
Did you know what they did to my 
aunt’s estate? Put half of it in third- 
rate bonds and the rest in participa- 
tions of mortgages they placed on 
Jerry-built apartments.” “I’d rather 
trust my property when I’m gone to 
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a reputable corporate fiduciary than 
take a chance having my son-in-law 
administer it.” ‘““There are many 
good trust companies; some are better 
than others. I wouldn’t leave my 
property in trust with a company 
interested in the sale of securities.” 
“The Blank Trust Company has had a 
splendid record. Why, do you know, 
when they found some bad stuff in 
my daughter’s trust fund, they re- 
placed it with triple A bonds.” ““Thou- 
sands of banks closed during the 
past few years, and depositors suffered 
in many cases, but rarely have trust 
funds been impaired by bank failures.” 
‘““My mother was cheated out of most 
of what father left her. I wish dad 
had appointed a good trust company 
as his executor and trustee.” ‘““The 
special business of trust companies is 
to manage property in trust and they 
ought to know more and be better 
fitted than some relation of mine, or 
even my lawyer.” 


HESE quotations are typical and 
indicate that many people do not 


need to be educated on the funda- | 


mentals of trusteeship. But we keep 
saying, ‘““The public must be educated 
to understand what the trust companies 
are doing.” I’ve italicized it, be- 
cause it seems to me there is the key 
to our problem of public relations. 
Inform the public, yes. Try to 
educate them to understand the intri- 
cacies of trust procedure, no. Give 
the people the news, the truth, the 
facts regarding what you are doing. 
And don’t fail to make clear there is 
something you may do for them. 

The silence of many fiduciary cor- 
porations during recent years has been 
a prime factor in retarding their 
growth. Yes, I know that in many 
institutions the problem of handling 
the complications of business on the 
books has been terrific. But it might 
have helped nervous and depleted 
beneficiaries to know that the institu- 
tion still had confidence enough in 
itself to advertise boldly for more 
trouble. And much desirable new 
business could have been obtained. 
Trust companies which have con- 
sistently, intelligently advertised dur- 


ing the depression are glad _ they 
did. 
Permanence, continuity are ele- 


ments much praised in fiduciary insti- 
tutions. They carry on their work 
even from generation to generation. 
Individuals may come and go, but 
trust corporations go on and on. Life, 
too, is continuous. Individuals move 
on and on, giving place to others. 
Fortunes are passed on from the 
aging or dying to the young and 
living. New fortunes always are in 
the making. Property must be re- 
and-re-conserved. The relentless tick- 
ing of time makes the services of trust 
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Bind your valuable bank records 
securely on your own premises such 
as Teller Sheets; Bank Drafts; 
Customers Statements; Registers; 
Scratcher and Clearing House 
Sheets; Individual, Savings, Gen- 
eral, and Liability Ledgers; Col- 
lateral Registers and all other bank 
records; permanently bound in a 
few minutes time. 


Save over 50% binder cost by 
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There have been times in the 
careers of most of us when to 
own two pairs of pants mark- 
ed the zenith in affluence. 
As a matter-of-fact one of the 
first places to reflect prosper- 
ity has always been the ward- 
robe. Moths are really an 
indication of money. You 
never find moths fattening 
in an empty closet. So if 

our closet is comfortably 


illed you need protection. 

We can’t sell you insurance against 
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companies a continuous performance. 
Why then should there ever be an 
interval of silence, when fiduciary 
corporations cease to inform the public 
of what they are doing? Such an 
interval is what a wise executive in a 
successful business has called “the 
expensive interlude.” It has proved 
indeed expensive to many businesses. 
It is especially expensive to fiduciary 
corporations, because of their institu- 
tional, continuing character. They 
will inevitably sometime feel the 
effect of a period of inactivity. A 
corporation which fails to have the 
public go along with it is on the way 
to a reign of red ink! A corporation 
which conciliates the public continu- 
ously is building for profits, potential 
as well as current. A fiduciary cor- 
poration needs the confidence, good 
will and friendship of the public. 


“Great expectations” of the public 
regarding irust corporations include 
the expectation of being fully in- 
formed. The people expect to be 
advised as to the condition, policies, 
practices, methods, equipment, per- 
sonnel, experience, specific services 
and record of trust corporations. There 
are few such institutions which can 
be mute and yet be understood and 
trusted. Even they might find it 
better to take the people into their 
full confidence. No corporation is so 
strong and mighty that it can ignore 
public opinion. The trend toward 
constantly fuller publicity for all 
corporations points the way of safety 
for fiduciary corporations. 

A bright prospect confronts the 
trust institutions of America, if they 
will recognize and fulfill the great 
expectations of the people. 


Court Decisions 


(From page 21) Was to use to secure his 
personal loans from his own bank. 
Actually, he pledged these securities 
with the bank for a loan to a dummy 
corporation which he controlled. The 
proceeds of the loan were used to pay 
off an obligation owing by another of 
his dummy corporations to another 
bank, an obligation to the president’s 
own bank owing by the original dummy 
corporation, and also a personal obliga- 
tion of the president to his own bank. 

The loan io the dummy corporation 
on the strength of the securities ob- 
tained by him through fraud, was 
approved by the bank’s loan com- 
mittee absolutely dominated by the 
president. As a matter of fact, before 
the loan was approved, he had ordered 
payment of part of the money in 
anticipation of the approval. 

It was shown that the president did 
not deal with the third party as an 
agent of the bank in obtaining the 
securities. The president requested 
that the securities be loaned to him 


| personally, and they were. His fraudu- 
| lent representations in obtaining the 





securities could not be attributed to 
the bank. 

The owner of the securities on whom 
the fraud was practiced, brought an 
action against the bank to recover the 
securities. The bank contended that 


| in submitting the securities to it as 


collateral for the loan to his dummy 
corporation, the president was really 
acting in an adverse capacity, and 
that in any event the bank was not 
bound by his fraud in obtaining the 
securities. 

Disposing of these contentions by 
the bank, the court ruled that the 
original owner of the securities was 
entitled to their return and based its 
decision largely on the president’s 
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domination of the bank and the loan 
committee. 

“The president’s will alone caused 
the making of the loan,” said the 
court, “and the acceptance of the 
collateral. Therefore, he should be 
treated as the sole actor on behalf of 
the bank as fully as though he had 
physically placed the borrower’s note 
and securities in the bank’s vault and 
paid over the borrowed money with- 
out the knowledge of any other 
officer. In such case the bank can 
claim title only by virtue of the sole 
actor’s act and must accept it bur- 
dened with his knowledge of the 
defect in title.’ (Munroe vs. Harri- 
man, 85 Federal Reporter, Second 
Series, 493.) 


Possibility of Issue 


In handling estates where money 
or property is left by will to the issue 
of a woman still living, banks generally 
have felt that they were bound by the 
hard and fast rule of common law to 
the effect that the possibility of a 
woman having issue is not extinct in 
law until her death. 

Since the United States Supreme 
Court has taken the lead in breaking 
down this rule, however, some inter- 
esting applications of the modified 
rule have been made. 

A Philadelphia bank recently ap- 
plied it to a question of Federal 
estate tax. The will in the estate 
provided that if two women bene- 
ficiaries still living died without leav- 
ing issue, then at their death a certain 
bequest was to go to a charity. The 
executor bank contended that for 
purposes of Federal estate tax, the 
amount of the bequest to charity at 
the death of the two living women 
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should be deducted from the gross 
estate. This was on the theory that 
the physical condition of these two 
women was such that there was no 
possibility of issue, and it was, there- 
fore, a certainty that the bequest would 
go to charity at their death. 

The Federal District Court in Phila- 
delphia took the bank’s view of the 
situation and found that the three 
female life tenants in the estate, who 
were unmarried and who had reached 
the respectives ages of sixty-seven, 
sixty-three and fifty-seven, would not 
at their deaths leave children to 
survive them. The court said that 
these three unmarried women “have 
each experienced the physical change 
which females experience which be- 
tokens an inability to bear children.” 

The court cited two United States 
Supreme Court cases and _ several 
cases in the lower Federal courts in 


support of its finding. The rule laid ; 


down in the United States Supreme 
Court cases holds that where it is 
medically or surgically demonstrable 
that a woman can not have issue, the 
court will so find and will not consider 
itself bound by the old common law 
rule that the possibility of issue is 
not extinct until death. (Ninth Bank 
and Trust Company vs. United States, 
15 Federal Supplement, 951.) 


Trustee Liability 


Banks acting as executors and 
trustees of estates owning real estate, 
may be startled by the outcome of a 
recent Connecticut case. 

The executor of the estate entered 
into an agreement with a contractor 
to supply fuel oil for heating a building 
owned by the estate, and in connec- 
tion with this contract authorized the 
contractor to make inspections for 
the purpose of the oil tanks. 

After making an inspection in the 
basement of the building, the con- 
tractor started to leave the basement 
by opening a closed trap door which 
was flush with the public highway. 
The trap door, being thus opened 
from below, fell upon a pedestrian on 
the highway and injured him. 

Now the ordinary rule of law is that 
where the owner of a building engages 
an independent contractor to work 
in and about the building, the owner 
is not liable for damage resulting from 
the negligence of the contractor, but 
In this case the Connecticut court 
tuled that the executor as the owner 
of the real estate was equally liable 
with the contractor for the injuries 
done. Explaining its decision, the 
court said: 

“There is an obvious difference 
between committing work to a con- 
tractor to be executed from which, if 
Properly done, no injurious conse- 
quences can arise, and handing over 


to him work to be done from which 
mischievous consequences will arise 
unless preventive measures are adopted. 
Where the work contracted for neces- 
sarily constitutes an obstruction or 
defect in the street of such a nature 
as to render it unsafe or dangerous for 
purposes of public travel, unless prop- 
erly guarded or protected, the em- 
ployer equally with the contractor, 
where the injury results directly from 
the acts which the contractor engaged 
to perform, is liable, therefore, to the 
injured party.” 

Where a bank as executor or trustee 
is put into such a position, its only 
safeguard is either to take such pre- 
cautions as will prevent the possibility 
of injury to third parties, or to get 
insurance coverage against this form 
of liability. (Campus vs. McElligott, 
187 Atlantic Reporter, 29.) 





MARSHALL FIELD 
4+ GIMBEL BROS. 
which would you buy 


The real situation 
for investors is none too obvious. 
What WOULD you do? One of 
these stocks has an ‘‘Index of Gain 
Power’’ registered at .0020, the 
other .0129. Some day one will 
far outstrip the other because of 
this difference . . . and for no other 
reason. Canny investors will get 
our comparison now, with theinter- 
pretation of the ‘‘Index’’ for these 
issues and its revealing incisiveness. 
FREE to readers of this advertise- 
ment .. . write to Dept. 182AE 
TODAY. 
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GENERAL MOTORS ACCEPTANCE CORPORATION 





is engaged primarily in facilitating 
wholesale distribution and retail 


foreign made automotive vehicles. 


The business consists of invest- 


ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX-~- 
HALL, OPEL, BLITZ— 





INSTALMENT 


PLAN 





These NOTES are available, in limited amounts, upon request. 
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“EASY SNAP” Collapsible Storage File 


130 Stock Size Box now made in 
two styles 


STYLE (C) OPEN LID 
(Corrugated Board) 









STYLE (SD) SLIDING DRAWER 


Metal Front—corrugated board 
box. With automatic stackers 
for front wager en a insuring no 
tipping or slipping. Genuine 
folding box—not a tube. saath nas 


STRAYER COIN BAG CO. (#-2*5?p) New Brighton, Pa. 


Since 1914 
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* DISTINGUISHED 


. . Modern in every department 
of its service, yet never un- 
mindful of the fine traditions 
that have made it One of the 
Few Famous Hotels in America. 


Rates begin at $3.50 


BELLEVUE 
STRATFORD 


Claude H. Bennett, Gen. Mer. 
PHILADELPHIA 


1s 





















Just around the 
corner from every- 
thing in downtown 
Chicago. You will 
appreciate the 
time saving con- 
venience as well as 
the home-like com- 


forts of this hotel. 


Write for booklet 
and map of 
downtown Chicago 
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Washington 


(From page 13) government has no power 
to guarantee the private debts of an 
individual. Government guarantee of 
debentures, plus the activities of the 
RFC Mortgage Company in purchas- 
ing insured mortgages, they contend, 
approximates direct government lend- 
ing on home mortgages. 


Farm Credit Outlook 


A plentiful supply of credit for 
sound agricultural loans at low rates 
of interest, varying demands for short- 
term credit, and an increase in farm 
values are forecast for 1937 by the 
Department of Agriculture. The de- 
partment’s survey of the farm credit 
outlook states: 

“State banking officials in most 
parts of the country report an increase 
in the volume of new bank loans to 
farmers, and further increases in short- 
term borrowing are in prospect for 
1937. 

“The credit needs of farmers will 
be affected by the disbursement of 
grant payments under the Agricultural 
Conservation program and final pay- 
ments being made by the Agricultural 
Adjustment Administration. It is esti- 
mated that during the last quarter of 


| 1936, approximately 100 million dol- 


lars will be distributed as final pay- 
ments on adjustment contracts. Grant 
payments to be made to farmers who 
have met the farming practice require- 
ments for participation in the Agricul- 
tural Conservation program for 1936 
are expected to reach the total of 
470 million dollars provided by Con- 
gress for this purpose. Some of these 
grant payments will be made during 
the last quarter of 1936, but apparently 
the large volume of disbursements will 
be made during the first quarter of 
1937. 

“With their increased incomes far- 
mers are now able to pay operating 
expenses and make improvements and 
additions to their properties to a 
larger extent than formerly without 
borrowing. Moreover, farmers’ de- 
posits at banks are increasing rapidly. 
Demand deposits of Federal Reserve 
member banks located in places of less 
than 15,000 population are now at 
levels approximately those of 1929. 
Although farmers’ deposits at banks 


| of all kinds are not so large as they 





| 1932 and 1933. 


were in 1929, the high present level of 


| deposits in member banks signifies 


that the deposit accounts of farmers 
have risen far above the low levels of 
It is probable that 
the increase of deposits which has 
been under way since the early months 
of 1933 will continue through 1937. 

“Notwithstanding a moderate in- 
crease in the volume of new loans 
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made by banks during the last year, 
the total outstanding loans of banks 
to farmers decreased. This was due 
to the extensive liquidation of old 
loans through payments and refinanc- 
ing, which more than offset the new 
loans made by banks, to a decreased 
need for credit incident to reduced 
production, and to the availability to 
farmers of credit from Federal agencies. 
Country banks now possess reserves 
which would permit of a much larger 
volume of loans and investments than 
they now hold. 

“Institutions operating under the 
Farm Credit Administration have been 
the major source of farm mortgage 
credit since 1933. This emergency re- 
financing program has brought a 
marked shift of loans from other 
agencies. The bulk of the emergency 
refinancing of farm mortgages by the 
Farm Credit Administration has ap- 
parently been completed. The number 
of pending applications for loans at 
offices of the Farm Credit Administra- 
tion has been reduced by more than 
50 per cent since the beginning of 1936 
and to less than one-sixteenth of the 
peak level of 1933. 

“Farm real estate values have risen 
approximately 4 per cent each year 
for the last three years, and, as of 
March 1, 1936, were about 12 per 
cent above the depression low. The 
upward trend in farm income com- 
bined with low interest rates and less 
burdensome farm real estate tax levels, 
together with a reduced number of 
farm foreclosures, tend to encourage 
a continuation of the upward trend 
in farm real estate values and in the 
number of farm transfers. 

“That agencies other than _ those 
Federally sponsored are again becom- 
ing interested in farm mortgages indi- 
cates renewed confidence in farm 
mortgages as an investment. Com- 
mercial banks, after several years of 
declining farm mortgage loans, showed 
the first increase in the volume of such 
loans in their Call Report of June 30, 
1936. Reports taken from county 
records also show a substantial in- 
crease during the last two years in 
the amount of farm mortgages re- 
corded by insurance companies and 
individuals, although the total volume 
of new loans is at a relatively low level. 

“Interest rates are lowest in history. 
Farmers who now have mortgages 
bearing a higher rate of interest can 
materially reduce the carrying charges 
on their mortgages by refinancing 
them on a long-time maturity basis. 
It is unlikely that there will be further 
appreciable decline in mortgage inter- 
est rates, and there is a prospect that 
in the next year or two the trend may 
be upward.” 
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For SPEED and ACCURACY 
on all BANK CALCULATING 


Other 
BURROUGHS 


Calculators 





ELECTRIC DUPLEX 


Furnishes individual totals and 
accumulates a grand total in one 
handling of the figures. No re- 
capping—no extra work necessary. 





Burroughs 
Electric Calculator 





13-COLUMN ELECTRIC Banks save time, reduce Burroughs Electric Calculator 
14-column totaling capacity with mental fatigue and assure’ is fast and easy to operate. 
all of the features of the 9-column oe » e 
anni Samal ak iat. accuracy on today’s increased A light touch actuates the 


volume of calculating by using motor and the motor instantly 
Burroughs Electric Calculator. completes the operation. 
They find this machine ex- Fastest, simplest method of 





tremely valuable on subtraction on any key- 

Figuring and checking savings 2Ctuated calculating machine. 

FI Ree ~l . Investigate this machine to 

Determining average collected bal-  S€© how it speeds and simplifies 

HAND OPERATION ances; Analyzing accounts; figuring. Call the nearest 

Burroughs Calculators with hand ’ Figuring service charges Burroughs office for a com- 

operation are available in 6-, 10- Figuring and checking interest on ‘ 

and 14-column capacities. notes, bonds and mortgages plete demonstration. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 
Offices in All Principal Cities of the World 
ADDING « BOOKKEEPING « BILLING MACHINES « TYPEWRITERS « CASH REGISTERS « POSTURE CHAIRS «+ SUPPLIES 


I 





32 


When 
Bankers 
Come to 
Boston 


. « itis only natural that they should 
prefer the Parker House, for this famous 
| hostelry provides them not only with 
comfortable accommodations and good 
food, but also with an excellent address 
and utmost convenience to those 
financial institutions with which most 
| of their business is transacted. 





The smooth, efficient service of the 
Parker House meets their exacting de- 

mands; and the impressive atmos- 
| phere heightens their sense of well- 
being. 


Single rooms with private bath and 
circulating ice-water at $3 and $3.50 


| Glenwood J. Sherrard 
1} President and 
\| Managing Director 






















With the World's 
Great at the 
Nation’s Capital 


HORACE GREELEY 
AS a member of Congress 


Horace Greeley took 
the side of many unpopular meas- 
ures and was disliked by the poli- 
ticians. He was on the qd 
side in one thing, however. Gree- 
ley lived at the Willard Hotel 
wie in Washington. 


MODERN MINUTES 


AT THE MODERN WILLARD 


Almost as many celebrated guests 
have visited the Willard as the 
White House. With its back- 
ground of tradition, and its spar- 
kling foreground of modernness 
in hotel appointments, the Willard 
stands out as your hotel 
address in Washington. 








Single Rooms 
meee with Bath $4 up 


Double R 
* with Bath $6up Feo 


WILLARD HOTEL 


Washington, D. C. 





Dire 


| 


| 











Canadian Notes and Comment 











DOMINION HOUSING ACT 


Canadian banks and loan companies 
have made their first loans under the 
new Dominion Housing Act which is 
expected to circulate approximately 
$50,000,000 in the building trades and 
kindred industries for the renovation 
of dwellings and small apartment blocks. 

Under the plan the Dominion 
Government will guarantee the lending 
institutions against loss up to 15 per 
cent of the loans. Loans cannot 
exceed $2,000 on one property. The 
discount charge equals $3.25 per $100 
of the face value of notes payable in 
advance. Loans are for one year with 
repayment by monthly installments. 
A cardinal feature of the loaning plan 
is that the standing of taxes, mortgages 
and other liens must be acceptable 
to the lending institutions. 

Coincident with the launching of 
the scheme, The Royal Bank of 
Canada and the Bank of Montreal 
were among the first to release inter- 
esting and informative copy in Ca- 
nadian publications announcing their 
readiness to make loans and giving 
full details of the plan. Both institu- 
tions answered the questions that 
prospective borrowers were likely to 
ask and invited discussion with their 
nearest managers. The Royal Bank 
also advertised an informative booklet 
on the subject. 


BANKING AND MINING 


S. H. Logan, president of the 
Canadian Bankers’ Association, and 
general manager of the Canadian 
Bank of Commerce did banking a 
valuable service in telling the public 
the part that banks have played in 
the development of mining in Canada. 

In the hurly-burly of gold-seeking, 
there has been a tendency to overlook 
the contribution that banks have 
made to the upbuilding of this major 
industry. President Logan revealed 
the close association of banks with 
mining in an article in the Northern 
Miner. He pointed out that there 
are over 200 branches of Canadian 
banks, apart from those in large cities, 
located in mining districts. Among 
the numerous services performed by 
these branches is the financing of 
shipments of gold dust and even 
platinum, either by loans against the 
metal in transit to assay offices or 
refineries or by outright purchase. 
Gold dust acquired by purchase from 
miners is frequently found in tellers’ 
tills and recorded as cash. 

The founding of one Canadian bank, 
the Bank of British Columbia, which 


by G. A. G. 





was merged in 1901 with the Canadian 
Bank of Commerce, can be traced 
directly to the placer-mining opera- 
tions in the Cariboo in the sixties. 


GOOD WILL ADVERTISING 


With a change in ownership of the 
Toronto Globe, one of the oldest news- 
papers in Canada, the Imperial Bank, 
which has had a banking connection 
with Globe since 1875, took advertising 
space to outline their historical associ- 
ation with the paper and to extend 
their good wishes to the new publisher. 
The Imperial bank’s release appeared 
in the edition which carried the 
announcement of the change and 
attracted much favorable comment 
from the Globe’s large reader clientele. 
Ad men believed that the subject 
material had opened up new possibili- 
ties for bank copy. It was pointed out 
that there are a number of appropriate 
occasions such as anniversaries, an- 
nouncements of expansion and de- 
velopment programs when banks and 
financial corporations could publicly 
express their good will to old and 
valued clients. 


NO DULL MOMENTS 


Just to prove that there is not a 
dull moment in banking these days, 
an Alberta bank manager was recently 
convicted on a charge of seizing and 
disposing of a certain quantity of 
wheat without a permit from the debt 
adjustment board and fined $20 and 
costs in an Alberta police court. The 
seizure was made in the regular course 
of business and the case will be 
appealed. 


CLEARING HOUSE ROUND 


Fifty Alberta municipalities have 
applied for prosperity certificates issued 
under the scrip scheme to finance 
relief works . . . A delegation from the 
co-operative union of Saskatchewan 
waited on the Provincial Government 
seeking legislation to provide for a 
system of co-operative saving and 
loaning . . Financial transfers in 
Canada in the form of bank debits 
in September at $3,134,000,000 show a 
gain of 29.2 per cent over the same 
month in 1935 . . . Counterfeit $10 
United States bank notes have made 
their appearance at Toronto race 
tracks . . . The Alberta Government 
has proclaimed: legislation providing 
for state credit houses which are to 
be set up under the social credit 
scheme. The credit houses will act 
as clearing agencies where social credit 
dividends will be distributed, debited 
and credited to individual accounts. 
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